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MULTIPLIER ANALYSIS AND THE BALANCE OF 
PAYMENTS 

Professor Meape’s articles on Income, Expenditure and 
Balance of Payments in recent issues of the Economic Journal 
(December 1948, p. 483, and March 1949, p. 17) are intended to 
show the application of the principle of the multiplier to the 
balance of payments. They suggest the raising of some very 
fundamental questions in regard to the use of multiplier analysis. 

The conception of the multiplier has arisen from the mutual 
reactions of income and outlay. Income generates outlay, and 
outlay generates income. Consequently, any addition to outlay 
generates a further addition to outlay, this yet a further addition 
and so on, and an infinite series results. 

If at each step the amount of outlay generated is diminished, 
the series may be convergent. In the particular case where it 
is diminished in an unvarying proportion, an original addition, 

X 

X, will generate a total addition .r{l ~\- n . . .) or ^ I 

and is then the multiplier. 

(Outlay here means outlay out of income : the spending which 
efiFects disposals, that is to say, takes goods finallj^ off the market, 
consumable goods for consumption and instrumental goods for 
use.) 

It is unnecessary to assume that the same proportion, n, 
prevails throughout, or that the process goes by separate stages. 
The increase in outlay and income may be supposed to progress 
gradually, aitd to come to an end when the limit is reached. The 
ratio of the ultimate increase in outlay to the initial increase may 
still be called the multiplier. 

Professor Meade’s analysis is concerned with the case where 
a change in the balance of payments is involved. It is best 
illustrated by a transfer of spending, to an amount, x, per unit of 
time, from home-produced goods to imports (visible or invisible), 
without any initial change in outlay as a whole. 

No. 237 —^yoL. lx. 


B 



2 


THE ECONOMIC JOURNAL 


[MARCH 


Producers encounter a diminution of disposals to the amount 
of X, They will reduce output, and, output being equal to in¬ 
come, the reduction of income will be followed by a reduction of 
outlay. 

The reduction of outlay will be felt partly in reduced spending 
on imports and on exportable goods, partly in reduced disposals 
at home. The reduced disposals at home will give rise to a further 
reduction of output, of income and of outlay. In fact there will 
occur that mutual action of income and outlay which leads up to a 
multiplier. When the reduction in spending on imports and the 
increase in exports together amount to x, the adverse balance will 
have been eliminated. Income and outlay will be equal, and, if 

they have decreased by y, the multiplier is -. 

The existence of a multiplier depends on the infinite series 
generated by the mutual action of income and outlay being con¬ 
vergent, Professor Meade deals with this aspect of the subject on 
])p. 492-5. A rise in the national income, T, will itself induce 
some increase in domestic exi)enditure, D„ but not probably an 
exactly equivalent increase. Some part, A, of the increased 
national income will leak away in the form of tax payments, 
increased savings and the like.” 

He divides the proportion, 1 — A, of the increment of income, 
which takes effect in outlay, into Ci + C 2 , representing consump¬ 
tion by individuals or by the State, and O 3 , representing outlay 
on “ capital development.” A necessary condition of conver¬ 
gence is that 1 — A must be less than unity. Professor Meade 
assumes quite legitimately that the increase or decrease in con¬ 
sumption will be less than in proportion to the increase or decrease 
in incomes, but about the portion, applied to capital outlay 
he is more doubtful. An increase in consumption stimulates 
investment at home and it is not certain that 0^ would not be so 
considerable as to make 1 -- A greater than unity. 

That possibility he decides to disregard (p. 495). But has he 
not been misled by the ambiguities of the word “ investment ” ? 
He has identified “ the investment element, Cg,” with outlay on 
capital development ” (p. 493). “ The increased domestic 

activity may require some period during which new capital is 
installed.” (P. 405.) 

For his purpose “ investment ” must include the accumulation 
of stocks of goods, a process differing fundamentally in its causes 
and in its consequences, from the installation of new capital. 
Over the short period, within which the convergence or divergence 
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of the series makes itself felt, an increment or decrement of stocks 
is one of the essential factors. 

Consider first a closed system. Let an increase, x, in outlay 
occur. What will be the effect on income ? A distinction has to 
be made between outlay on movable material products, of which 
stocks are held, and outlay on other products. The latter forms 
of outlay include not only outlay on consumable services, but also 
the greater part of capital outlay. Outlay on these generates 
equal and simultaneous income. Outlay on stock-held products, 
on the other hand, only generates income indirectly. Purchases 
from stock do not in themselves generate income. Only the 
orders subsequently given for the replenishment of stocks have 
that effect. 

Any difference between income and outlay over an interval of 
time represents a change in traders’ stocks. We may suppose 
the initial increment of outlay to be spent on all kinds of i)roducts. 
A part will be spent on stock-held products. With larger sales, 
traders will want to hold larger stocks; the orders they give to 
producers will therefore be more than equivalent to their sales. 
The increment of income generated will exceed the increment of 
outlay. 

On the other hand, when this increment of income comes to be 
spent, the increment of outlay may be less than the increment of 
income. People with increased incomes will want increased cash 
holdings. 

The process is not to be conceived as a succession of separate 
increments of income and outlay. It starts with an excess, x, 
of outlay, and a consequent excess of disi)osals and reduction of 
stocks by x per unit of time. Increased orders bring about an 
increase in production and therefore in income. The growing 
income is associated with growing outlay, and, so long as income 
falls short of outlay, production falls short of disposals, and stocks 
continue to diminish. 

The outcome depends on monetary conditions. We may 
assume that a stage will be reached at which income has expanded 
so far that consumers need all their cash holdings for current 
purposes, and can no longer spend in excess of income. Any fur¬ 
ther enlargement of income will involve an excess of income over 
outlay in order to provide increased cash holdings. Thence¬ 
forward there will be a growth of stocks, equal to the excess of 
income over outlay, which will go towards making good the 
accrued deficiency of stocks. While any deficiency of stocks re¬ 
mains, orders for new production will tend to exceed sales, and 
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income will continue to expand. The credit nystein, if it allows 
a sufficient supply of money to the traders for all operations 
which they undertake, will not interfere with the action of 
consumers in increasing or diminishing their cash holdings. 

So long as expansion of outlay continues, even though outlay 
expands less than income, a further increase of stocks will be re¬ 
quired, and only any surplus of production over what is needed 
for tliis further increase will be available towards making good 
the accrued deficiency. If the deficiency is never wiped out, the 
series is di^^ergent. We may take as the test of convergence the 
restoration of traders’ stocks to their due proportion to production 
and sales. As stocks approach that limit, the expansion of income 
will tail off, and we may assume that the need for increased cash 
holdings will cease to be felt. 

Theoretically, however, that assumption might never be ful¬ 
filled. When traders’ stocks reach their due proportion, consumers 
might still be increasing or decreasing their cash holdings, and when 
cash holdings reach their due proportion, traders might still be 
increasing or decreasing their stocks. An oscillatory movement 
between the two limits might go on indefinitely. 

If the series is divergent, the growth of production will en¬ 
counter a limit when pi oductive capacity is reached, and, with the 
assumption that prices are not to rise, the limit of production will 
also be the limit of the expansion of income. Even a convergent 
series may be cut short by the limit of caj)acity, before its own 
limit is reached. Professor Meade seems to assume that capacity 
will not be reached. Perhaps his qualification that the increments 
are ‘‘ small ” (p. 401) is intended to secure this condition so long 
as the series is convergent. 

Where the disturbance starts ^\ith a decrement of outlay, the 
series is bound ultimately to be convergent. Even if the produc¬ 
tion of stock-held products dwindled to notliing, there would still 
be some purchases from stock. Not only would consumers meet 
their needs from their cash holdings, but there would still be in¬ 
comes derived from the rendering of consumable services, and from 
capital outlay. Eventually therefore stocks would be reduced 
below the appropriate proportion to sales, and production of stock- 
held products would recommence. That is, of course, an extreme 
assumption. We may suppose that a sufficient demand for 
stock-held products will be maintained to keep some production 
always in being. 

The foregoing refers to a closed system. Professor Meade’s 
analysis is concerned with an open system. We may revert to the 
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supposition of a transfer of spending, x, from home-produced goods 
to imports, visible and invisible, without any initial change in 
outlay. There results a deficiency, x, of disposals at home, and an 
accumulation of stocks at the rate of x per unit of time. Produc¬ 
tion will contract, and income and outlay will shrink. With the 
shrinkage of outlay will be associated a diminution of the adverse 
balance. 

But the fall in outlay will lag behind the fall in income, and 
there will be an excess of outlay over income. The rate of accumu¬ 
lation of stocks will be the difference between the adverse balance 
and the excess of outlay over income. The diminution of the 
adverse balance will eventually reduce this difference to nothing, 
so that the accumulation of stocks will cease; a continuing ad¬ 
verse balance will be paid for by an excess of outlay over income. 
But there will still be an excess of stocks due to the previous 
accumulations. Income and outlay will continue to shrink, and 
outlay will continue to exceed income. If there is to be any re¬ 
duction of the excess of stocks there must be an excess of outlay 
not only over income but over income ‘plxis adverse balance. 
Ultimately, as in a closed system, the excess stocks will be used up, 
and the reduction of income will cease. 

It is not certain that by that time the adverse balance will have 
been extinguished. There might still be an adverse balance, and 
an equal excess of outlay over income. Alternatively, the adverse 
balance might have been not merely extinguished but changed 
into a favourable balance, along with an equivalent excess of in¬ 
come over outlay. 

Professor Meade’s equations start with the assumption that 
income is equal to outlay. Otherwise it is not income but outlay 
that is equal to D -f 2’. The equations, it may be said, represent 
a limiting case. And it is true that for a closed system the limiting 
case at which a multiplier emerges is reached when income and 
outlay become equal. 

For an open system there is no definite limiting case. Stocks 
cease ta vary when income is equal to disposals, D, and the differ¬ 
ence between imports and exports (visible and invisible) is met by 
an equal difference between outlay and income. But that position 
cannot last; the difference between income and outlay is reflected 
in a cumulative change in consumers’ cash holdings. So long 
as there is an adverse balance, the system wiU oscillate between 
the limit at which stocks are stable, but outlay exceeds income, 
and that at which outlay and income are equal, but stocks are 
accumulating. Even when the adverse balance is extinguished, 
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there may be an existing difference between income and outlay 
to cause a renewed disequilibrium. 

For an open system therefore there is no limiting case appro¬ 
priate to the equations. The way to give them significance is to 
interpret Y to mean not income but outlay, 'I'hen the equation 
r = Z> -f- T becomes rigorously true, not merely in limiting cases 
but generally. 

Professor Meade distinguishes L, foreign lending, from /, 
imports. But the distinction is an unnecessary complication. 
L and I will no doubt be different functions of Y. But the various 
components of L and the various components of I will likewise be 
different functions of Y. Professor Meade points out that his 
equations will be simplified if L == 0 (p. 504), and the same simpli¬ 
fication is obtained by treating foreign lending as an invisible 
import, and aggregating it with 1, I'hat makes F equal to T, 
and Y^D + P. 

Professor Meade’s analysis is intended to show the effects of 
the three possible policies : neutral balance, external balance and 
internal balance. Of these, the last aims at stabilising income at 
the cost of a continuing adverse balance : “ the authorities in A 
inflate their domestic expenditure in order to ])reserve A’s national 
income and employment ” (p. J8 note). That is to say, the de¬ 
cline in production of stock-held products is compensated by an 
increase of Government expenditure (on public works or other 
services). If there is to be no difference between income and out¬ 
lay, the Government expenditure must be defrayed out of revenue 
(or at any rate without inflationary devices); the taxpayers’ 
power of spending on stock-held ])roduct8 will be curtailed, and the 
accumulation of unsold stocks equal to the adverse balance will 
continue unabated. 

That absurdity arises from the formula Y = D -^^ T, And 
Professor Meade’s use of the term inflate ” shows that he is not 
really contemplating it. He has in mind the case where the 
Government expenditure gives rise to an excess of outlay over 
income. If the accumulation of stocks is to be avoided, the excess 
of outlay must be at least equivalent to the adverse balance. 

Let Y be outlay, and let 7' denote income. The policy of 
internal balance requires 

F' - D 

F F' = P 

The policy of external balance requires 

P-0 

Y =:=:Y' 
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Neutral balance would reqTiire the same conditions as external 
balance, but may never be reached ; for there is no certainty that 
P and Y — Y' will over both be zero together. 

This indeterminateness, of course, results from the assump¬ 
tion that prices and rates of exchange remain unchanged. The 
equations themselves, with income and outlay distinguished, 
are of full generality. When prices arc changing, suitable 
conventions are needed as to the meaning of income and pro¬ 
duction, but, subject to that condition, the equations remain 
valid. 

The introduction of changing prices into the problem would 
open the way to the free 02 )eration of monetary policy and credit 
policy, which can be directed to any of the three kinds of balance. 
The assumi)tion of unchanging prices is required to isolate the 
policies to which the multijdier analysis is deemed to be appro¬ 
priate. Sup 2 )osing the Government starts spending 7)^, or ex¬ 
cluding ini])orts to the amount Ip, we ask what will be the ratio 
of the ultimate increase in income or outlay to Dp or Ip. If the 
j)rice level changes, the comj)arison is vitiated, and we have to 
have recourse to a price index, which never }) 08 sesses unconditional 
validity. 

Hut does the unchanging price level really eflect the desired 
isolation ? It is itself a policy, to be realised either by an appro- 
j)riate monetary policy or by price control. A monetary policy 
cannot at one and the same time aim at stabilisation of prices and 
choose between an external and an internal balance. The exi)an- 
sion or contraction of income required for the latter purpose can 
hardly fail to provoke a rise or fall of prices as a condition of an 
expansion or contraction of production. 

The fixed price level must be secured by price control and w'^age 
control. But it cannot wholly eliminate monetary jxdicy. 

The fact is that D^ cannot be usefully exi)ressed as a function 
of I), or Dp at all. The relation between them at any time is 
determined principally by the state of stocks and cash holdings 
and credit policy. At a moment of time, when these are given, 
there is a function relating any hypothetical increment of outlay 
with the resulting induced increment. But at a subsequent 
moment the state of stocks and cash holdings will have changed, 
and a different function wdll hold. 

Nor can this changing function be suitably expressed at any 
stage by a simple multiplier or coefficient. When an increment 
of outlay sets up the mutual reactions of income and outlay, so 
that the increases in each induce increases in the other, the original 
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disturbance may be said to be “ multiplied.” That is merely 
another way of saying that the effect is cumulative. 

It is the function of credit policy to induce either an absorption 
of cash into balances or a release of cash from balances, in the one 
case an excess of income over outlay, in the other an excess of 
outlay over income. The reliance on controls to maintain prices 
unchanging leaves credit policy in this sense indeterminate. 

R. Gr. Hawteby 

Royal Institute of International Affairs, 

London. 



THE PRESENT POSITION OF THE COAL INDUSTRY 
IN GREAT BRITAIN ^ 


All discussion of the present position of the cocal industry is 
necessarily dominated by the fact that it has now been national¬ 
ised. It may no longer suffice therefore to assess its performance 
by those standards which are ordinarily applied to private- 
enterprise industry. But we cannot be too certain of this. 
Amongst the protagonists of nationalisation it was possible to 
discern roughly two schools of thought—which we may con¬ 
veniently describe as liberal and socialist respectively. To the 
former the case for nationalisation was simply the need for 
administrative unification, and, since a complete private mono¬ 
poly of an important basic industry was not to be contemplated 
(and State financial assistance might be necessary to effect large- 
scale technical reorganisation), tliis was seen to involve State 
ownership and control of the assets. To the latter, nationalisation 
was a socialist measure designed to eliminate private profit, to 
secure the working of the industry in the light of ‘‘ social needs,” 
to satisfy the aspirations of the work-people to a voice in their 
own destiny and so on. It follows that what would appear to 
be valid judgments of performance to the former might lack 
significance to the latter and vice versa. 

My own feeling is that the industry should be judged in the 
light of what is now expected of it, if this can be ascertained 
with reasonable certainty. This wiU involve consideration of the 
motives of the majority political party which gave effect to 
nationalisation. These motives were probably very mixed, and it 
would perhaps be unwise, in this connection, to attach too much 
importance to the distinction made above. But it would seem 
reasonable, nevertheless, to expect to find the socialist motif 
predominating, and that tliis would be borne out by careful study 
of the Coal Mines Nationalisation Act (1946). The Act gives us 
very little guidance however—^indeed, it appears to look both ways 
at once. The National Coal Board (N.C.B.) is charged with 
securing the efficient development of the coal-mining industry, 
and making supplies of coal available in such quantities and at 
such prices as may seem to them best calculated to further the 

^ This article is a slightly modified version of a paper read to Section F of 
the British Association at Newcastle on September 5 , 1949 . 
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public interest in all respects.^ Everything turns on what is 
meant by “ efl&cientand the public interest —an issue which 
I do not intend to debate. Tt is sufficient to say thatefficiency ” 
is a concept familiar to economists brought up on the economics of 
private enterprise and to wliich a fairly precise meaning can be 
attached. “ The public interest is a vague and unfamiliar 
concept, but one to which socialist advocates of nationalisation 
rightly attach a great deal of significance. Either may be the 
appropriate criterion by which the industry should be judged, 
but it is difficult to see how they both can bo. It may very well 
happen that the N.C.B.’s notions of efficient development will 
conflict with the Minister’s view' of the public interest.® To put 
the matter bluntly, is the Board to be judged by efficiency 
standards appropriate to private enterprise or by the extent to 
which its policy conforms to the public interest ? The former 
approach has the advantage that it permits the forming of objec¬ 
tive judgments; the latter has the advantage that it is more in 
keeping with the case established for nationalisation by the Labour 
Party. The Act invites us to take our choice. 

To take a further point from the Act itself. The Board is 
directed that its outgoings must be covered by its revenue taking 
an average of good and bad years.® From what I have called 
the liberal point of view this is sound buvsiness sense, but from 
the socialist point of view it is surely nonsense. This, to say 
the least of it, increases our doubts about the angle from which 
we should view the performance of the industry. 

The Coal Board is thus left in some doubt as to its funda¬ 
mental objectives. “ Efficiency,” the “ public interest ” and 
“ balancing one’s budget ” are difficult horses to run in triple 
harness. But even with a clear objective the Board is denied 
sufficient autonomy to achieve it. The Minister may give the 
Board directions in relation to matters which appear to him to 
affect the national interest. How much use has been, or will be, 
made of this we do not know, but there can be no doubt as to its 
potentialities. We do know that the five-day week agreement was 
signed by the N.C.B. on the specific authorisation of the Govern¬ 
ment^ and that reorganisation schemes involving substantial 
capital outlay require the Minister’s approval.® Moreover, price 

^ Section 1 ( 1 ). 

• The Minister is final judge as to what cjonstitutea the national interest- 
see below. 

• Section I( 4 )(c). 

* Annual Report of the National Coal Board for 1947 , para. 153 . 

* Coal Minos^Nationalisation Act, Section 3 ( 2 ). 
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policy is not within the sole control of the Board, and the industry 
is, at present, expected to work to an output target set by the 
Government. How all this is to be reconciled with the supposed 
autonomy of the Board and its obligation to balance its budget 
I do not profess to know. I have no particular quarrel with most 
of these things taken singly. If what I have called the Socialist 
approach is adopted, it is quite proper that various social factors 
should be weighed before a course of action is decided upon, and 
perhaps a Minister of the Crown is the best person to do the 
weighing. But suppose the Board decides that the only way to 
avoid a loss or to recoup past losses is to close 100 pits ^ and the 
Minister decides that the resulting loss of output, unemployment 
and social dislocation is contrary to the national interest and issues 
a direction to this effect—how then is the Board to carry out its 
statutory obligation ? The Minister may or may not deny the 
Board the alternative remedy of raising the price of coal—a 
remedy almost certain to be effective only because of the marked 
inelasticity of home demand for coal, but which makes even 
greater nonsense of the Board's obligation to balance its budget! ^ 

With all this in mind it is instructive to review the capital 
reorganisation programme of the Board. Somehow the Board 
must decide (prior to submitting the plan to the Minister) whether 
or not to proceed with reorganisation schemes in this or that 
place. Broadlj speaking, the Board would appear to have two 
alternatives, (i) They can adopt only those schemes which, with¬ 
in the limit of their investment resources, are likely to show the 
greatest return after taking account of all directly relevant 
factors—the level of mining costs, the expected level of demand, 
the quality of the coal, availability of labour and proximity to 
markets. The onus of rejecting these schemes on general social 
grounds would then be placed on the Minister. If this approach 
were adopted one would expect (so far as the N.C.B. is concerned) 
that large new mining projects would be mainly centred in the 
Midland coal-fields. To what extent this would happen it is 
impossible to say, since it is easy to underestimate certain concrete 
advantages possessed by the older and poorer coal-fields, e,g,, the 
availability of labour in these areas, the geographical advantages 
of Lancashire in its local market, the possession of high-quality 

^ In 1948 some eighty collieries producing 4 million tons of coal mad© an 
aggregate loss of £6i million. Annual Report of the N.C.B, for 1948 , para. 374 . 

• Attention may be called at this point to the futility of applying the ordinary 
economic analysis of the firm to a case such as this—especially when tlie activity 
concerned is that of mining a wasting asset under extremely variable cost con¬ 
ditions which are quite unrelated to the quality and market price of the product. 
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special coals by Durham and South Wales, and the excellent re¬ 
construction possibilities of small areas in the older coal-fields 
(e.gr., Rhymney area in South Wales), which are not representative 
of the whole. But nevertheless one would expect a pronounced 
sliift in the location of the industry, (ii) Alternatively the Board 
could take account of social costs and revenues, which would 
probably mean, since no precise assessment of them is possible, 
that they would bo dominant. In practice, this would probably 
mean that reconstruction schemes would be so framed and 
located as to presence something like the present balance of 
production between coal-fields. 

Until a comparatively short time ago the Board seemed quite 
unable to make up its mind on this vital matter. Some references 
in their Report for 1947 suggested the second approach noted 
above. It is stated, for example, that some large new mines will 
be required in the South-western Division during the next few 
years (para. 507), that there is no need for now pits in the East 
Midlands for at least five years (para. 505) and that the Board 
must have regard to social costs w'hich may be caused by the 
contraction of output in any coal-field (para. 524). On the 
other hand, para. 498 ^ definitely suggests the first approach, 
except for the ambiguity of the phrase “ and many other factors,’’ 
which might of course include social factors. Also there were 
signs of search for a compromise in spite of the difl&culties of 
achieving reasonable compromise between the commensurable and 
the incommensurable. Thus, for example, Mr. E. H. Browne 
appeared to suggest at the Oxford Summer School of 1948 that 
minimum tonnages be set for each coal-field within which capital 
projects would be considered on their divisional merits. Pre¬ 
sumably, a proportion of total capital authorisations would be 
allocated proportionately between the coal-fields; the money 
being spent on the most profitable projects to be found in each 
division. Over and above this, authorisations would be made for 
projects considered on their national merits, and the divisions 
concerned would be allowed to produce above their minimum 
tonnages. 

It is interesting to see what has happened in practice. Let us 
say that a division which has the same share of total authorisations 
for major capital schemes as it has of national output is enjoying 
its ‘‘ fair share.” The Northern and South-westom Divisions have 

1 “ The Board’s planning staff . . . will examine projected schemes in the 
light of the probable future demand for coal, the cost of production in the dif¬ 
ferent coalfields, the availability of labour and many other factors.” 
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an O.M.S.^ well below the national average and show heavy losses 
per ton. The former received 14% less than its fair shares and the 
latter 7% more. The North-west was receiving 18% more than 
its fair share, although both O.M.S. and profits per ton were well 
below the national average. The East and West Midlands show 
profits per ton and O.M.S. well above the national average, but the 
former received only 4% above and the latter 6% below its fair 
share of capital authorisations. The figures are therefore some¬ 
what inconclusive, though they do suggest a surprising predilection 
for large-scale reconstruction projects in the older and so-called 
declining coal-fields. Too much should not, however, be read 
into this sort of calculation in view of the shortness of the period 
(January 1947-December 1948), the variability of conditions 
within coal-fields, and the fact that the Board found itself half- 
committed to some of those projects when it took over the industry. 

The 1948 lieport of the N.C.B. makes somewhat clearer the 
approach of the Board to reorganisation policy. It appears to 
have come down fairly decisively in favour of meeting demand 
at the lowest possible cost, and places less stress on the social 
imponderables involved. The basic factors of the national plan 
for future development which it is drawing up would appear to 
be somewhat as follows. An att^empt is being made to forecast 
the demand for coal of each main grade on certain assumptions 
about future prices. These estimates will then be related to 
estimates from different coal-fields of supplies of different cate¬ 
gories of coal which should be forthcoming at different levels of 
cost. The latter estimates will presumably rest on an implicit 
assumption that there wiU be complete freedom to implement re¬ 
organisation schemes. Divisional output objectives relating 
demand to supply will then be set, and such capital authorisations 
made as should permit their achievement. 

Admittedly this is still vague enough and begs more questions 
than it answers. I will permit myself only two brief comments, 
(i) Since demand in the home market (where the bulk of output 
is sold) is inelastic, the emphasis must be clearly placed on meeting 
demand at lowest cost, and not at the relevant demand price. 
The Board must rid itself of the notion that its reorganisation 
plans should be based on the avoidance of profits or losses.^ 
Profits should be planned for, and if realised can be subsequently 
dissipated by meeting past deficits or by concessions to consumers 
and work-people. On any other basis, rational planning is im- 

^ Output per man-shift. 

* See, for example, Animal Report of the N,C*B,for 1947, para. 623. 
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possible, (ii) Until there is some agreement on a new wages 
structure it is difficult to see how even tentative supply estimates 
can be made. As it stands the plan implies basing future pro¬ 
duction on maximum economy of direct costs to the Board (in¬ 
cluding transport costs). This will probably mean a shift in the 
present balance of production between coal-fields> and the onus 
will be on the Minister to accept or reject this. If, for example, 
the National Union of Mineworkers succeeded in its claim for 
equalisation of earnings between coal-fields without modification 
of wage-rates in high-wage areas, then clearly the shift in pro¬ 
duction predicated by the plan will be all the greater, w^hilst the 
incentive of labour to move will be weakened. Also, planning on 
the lines indicated will be quite impossible until it is known what 
modification of price lists will be accepted by the men as pits are 
reorganised and new methods of working introduced. 

I hope I shall not be thought too critical of the Board for 
their somewhat woolly and inconsistent approach to reorganisa¬ 
tion. I have tried to make clear my opinion that they liave been 
given an impossible task—^that their terms of reference are too 
vague and their powers inadequate. The position might be 
improved if the Minister gave the N.C.B. a specific output target 
for home consumption and exports. The former more or less 
fixes itself, and the latter could be decided in the light of con¬ 
siderations beyond the purview of the Board. The Board would 
be responsible for hitting these targets at minimum direct cost to 
itself, and prices would be fixed by the Board, to cover their 
costs. In so far as the Minister subsequently interferes with 
the Board’s plans on the grounds of national interest, the Board 
would seek specific authorisation to raise prices to meet additional 
cost. The public would then know the money value being set on. 
“ social costs ” and could judge for themselves the wisdom of the 
Minister’s action.^ 

I have left nfyself little time in which to discuss other aspects 
of the coal situation. For the sake of completeness I propose to 
summarise with little discussion the more important features to 
which I think attention should be directed. 

1. Organisation, When the industry was nationalised many 
people doubted whether such a large organisation could be set 
up without incurring considerable diseconomies on the manage¬ 
ment side. I think it is too soon yet to express any final judgment 

1 A further refinement might be for the Board to estimate and report on the 
extent to which (if any) the home consumer was subsidising export lliles in order 
to hit the export target. 
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on this issue. The Burrows Committee bears witness to the fact 
that there have been teething troubles enough. On the other 
hand, there can be no doubt that the Board has considerably 
modified and improved its organisation since 1947—especially at 
area level. 

2. Industrial Relations, Any expectation that nationalisation 
would inaugurate a new era in industrial relations has rapidly 
been disappointed. The reasons for this are too complex to be 
discussed here, but two matters are so frequently overlooked 
in this connection as to justify comment. First, the men are 
rarely approaclied with a real understanding of their point of 
view. They are upbraided in particular for not taking advantage 
of their present opportunities for raising productivity per man. 
If men are told (as they have been) that the national objective is 
30 cwt. per man-shift we must expect them to multiply this by 
(say) 250 man-shifts per year and by (say) 720,000 men and arrive 
at an answer of 270 million tons per annum. The men's fears are 
obvious and their reactions understandable. The Coal Board 
may have an answer (and there are obvious adjustments to be 
made to such crude calculations) but if so, we have not yet heard 
it given. Secondly, the wages stnicture of the industry is anti¬ 
quated, anomalous and often unintelligible. The Coal Board now 
admit that it is not conducive to economy or efficiency,^ and they 
might have added that it is a most prolific cause of friction within 
the industr}^ Both the Coal Board and the N.U.M. are under¬ 
standably reluctant to tackle this urgent but thorny problem. 
The Minister of Fuel might seriously consider the appointment of a 
special committee for this purpose. 

3. Price Policy. For the Coal Board this is not so much a 
matter of the absolute level of coal prices, but of establishing a 
proper relationship between the prices of different grades. There 
are two fundamental problems involved here. The first is that of 
grading coal. This is an immensely complicated and technical 
matter, since the worth of coal to the consumer depends not only 
on calorific value but also on many other qualities. The second is 
that equivalent grades of coal are mined at different places at 
different levels of cost. The Board may wish to reduce the price 
of certain coals, the output of which can be increased at low cost, 
and this may result in coal being offered at a price below that 
of a higher-ranking coal. The price structure having been 
established, the Board has still to decide whether to offer coal of a 
particular grade at a uniform pithead price, a differential pithead 

' Annual Report of the N,C.B.for 1948, para. 364. 
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price according to its cost of production or a uniform delivered 
price. Little progress has yet been made in settling these prob¬ 
lems. Certain anomalies resulting from flat-rate increases in the 
price of coal during the war have been corrected, and the Board 
has tentatively decided in favour of uniform delivered prices within 
specified areas or zones. Apart from this, the whole subject is 
still in the melting pot. It bristles with fascinating problems for 
the economist, but has not yet attracted the attention it deserves 
—even from those of my colleagues who write learned articles on 
the price policy of nationalised industries ! 

One last word on the future of the industry—a future about 
which it is difficult to be optimistic unless present policies are 
changed. Consider first the level of demand. Assuming con¬ 
tinued full employment and relaxation of domestic fuel restric¬ 
tions, home demand can hardly be put above 205 million tons, and 
this is not likely to be affected by moderate price movements. 
Bunker and export demand, however, will be much affected by 
future prices and the availability of sup])lies abroad. Future 
world supplies are likely to be more than adequate to meet world 
demand. Excluding Russia and the Soviet Zone of Germany, 
world coal and lignite production in 1948 was about 5% and 14% 
respectively above the 1937 level. It is true that the long-term 
trend of world demand is probably upward,^ that Russia (probably 
a deficit area) has to be taken into account, that the U.vS.A., 
which has contributed so much to the increased production, is 
herself consuming a large part of the increase, and that an overall 
suflSciency of coal is quite compatible with marked shortages 
of particular grades. But on the other hand, the scope for further 
increase in European production is considerable, the abnormal 
post-war reconstruction demands will soon be falling away, and 
the high price of coal will lead to more efficient utilisation of solid 
fuel. All in all, it seems fairly certain that coal will soon be 
difficult to dispose of in overseas markets. The export price of 
South Wales Steam Coal in 1948 was 334% above 1938,^ and it is 
generally admitted %hat certain grades of coal are becoming 
difficult to sell abroad at present prices. Our European com¬ 
petitors with an O.M.S. well below pre-war are certain to have 
more scope for price reductions than ourselves in the near future. 

On the supply side we are committed under the Marshall Plan 
to a coal target of 230 million tons of deep-mined coal in 1951, 

^ Due for example to the industrialisation of backward areas, full employ¬ 
ment practices, and the increase in world population. 

* R. G. D. Allen, Eookomio Jouknal, June 1949, page 143. 
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and the British Memorandum to O.E.E.C. gives a target of 240 
million tons (deep-mined) for 1952-53.^ Taking account of open¬ 
cast supplies, this suggests exports (including foreign bunkers) of 
over 40 million tons by 1952. At the present rate of expansion 
these output targets should be achieved. Assuming a labour force 
of 730,000 (i.e., 3,500 above the March 1949 figure) and no decline 
in the number of shifts worked, an O.M.S. of 1*3 tons overall 
(compared with 1-17 in March 1949) will enable the objective to be 
reached. 

But we can hope to sell the export surplus, assuming that home 
consumers are not asked to bear increased prices in order to sub¬ 
sidise export sales, that they will be allowed to share in the modest 
cost reduction which should follow an increase in O.M.S., and the 
Coal Board profits are maintained at present levels to meet the 
1947 deficit ? ^ Everything will then turn on the cost reduction 
which the Board can acliicve. Wage costs per ton are the most 
important factor here, and prophesy is perhaps unwise. In 
their Cadman Lecture to the Royal Society of Ails, Sir Charles 
and Or. William Reid estimated a reduction of 7.s. per ton in wage 
costs by 1965 assuming that O.M.S. had reached 30 cwt. and 
present wage-rates were maintained. Taking account of other 
cost items including additional capital costs, the net reduction in 
coal-production costs w^as estimated at 5s, per ton. Over the 
period up to 1952 the scox)e for cost reduction would be much less— 
assuming always that there are no general cuts in wages. Even 
so, the Reid calculation appears to be optimistic. It suggests an 
increase in earnings of only Is. lOd. per shift following an increase 
in O.M.S. of nearly 40%. This implies a very generous attitude 
on the part of the miners to the modification of price lists as 
reorganisation proceeds. 

Two tentative conclusions may be drawn from this, (i) If 
these output targets are achieved it will be difficult or even im¬ 
possible to sell the coal—granted my assumptions. This is a 
situation which can bo met only by unemployment, wage cutting 
or further Josses for the Coal Board, which may, however, be 
mitigated by raising inland prices, (ii) If the target is not 
reached it will mean either that the reorganisation programme 
will have failed to raise productivity per man or that productivity 
has risen as expected, but that labour has become redundant. 
This puts the dilemma of the Coal Board in a nutshell. All the 
emphasis nowadays is placed on output expansion to meet balance- 
of-payment difficulties and to exploit a temporarily favourable 

^ Cmd. 7672, para. 83. * This will take approximately fourteen years. 

No. 237—^voL. LX. 0 
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market situation. When output becomes unsaleable the adjust¬ 
ment may need to be severe. Reconstruction projects which are 
adding to the capacity of the industry will have to be continued 
on grounds of economy. The sacrifice will have to be made by 
the old pits and old centres of the industry, and tliis may well 
result in severe local social dislocation and unemployment. The 
Board will be well advised to trim its sails before the coming 
storm. The prescription is clear. The Board should press the 
Government for lower output targets, be more active in eliminating 
uneconomic mines and should set about reducing its labour force. 
The pace of present output expansion would slacken, but O.M.S. 
would rise more sharply and costs and prices would start to come 
down. At the price of adding a little to our present difficulties 
the process of readjustment would be spread more evenly over 
time, and the Board would be better prepared to meet normal 
competitive trading conditions. 

A. Beacham 

Cardiff. 
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In view of the greatly increased part which the State has come to 
play during the past decade, and which, presumably, it will con¬ 
tinue to play in the future in influencing and directing the lines 
of development of British agriculture, it is clearly desirable to 
find objective standards by which to assess the value to the 
national economy of particular kinds and conditions of farming 
enterprises. Because of the different purposes which agriculture 
has to serve, it is, of course, impossible to apply any single 
standard of assessment. Certain products, particularly milk, 
are primarily of importance because of their unique nutritional 
value, others, such as main-crop potatoes and meat, because they 
provide essential items in the national diet which cannot be 
obtained from abroad or of which world supplies are short and 
likely to remain so. But perliaps one of the most important 
functions which British agriculture is called upon to perform, in 
present circumstances, is that of assisting in the correction of 
our adverse balance of payments by reducing our dependence on 
imported foods, particularly those from hard-currency sources. 
This was the main objective of the ambitious four-year programme 
of expansion of agriculture launched by the Government in the 
late summe^r of 1947; and the recent worsening of our dollar 
position has, presumably, given added importance to the achieve¬ 
ment of that objective. 

Apart from the special nutritional and dietary considerations 
mentioned above, it should, logically, be the aim, within this 
overall expansion programme, to give most encouragement to those 
types of production, and those types of farms which make tlie 
greatest contributions to the saving of food and feeding-stuffs 
imports. It is true that the process of reducing dollar imports 
of commodities has now gone so far that apart from comparatively 

' The devaluation of the pound sterling was announced at tho time that this 
article was being prepared for tho Press. Clearly the import prices of various 
commodities in terms of sterling are likely to bo considerably affected by this 
measure, Tho immediate effect was to cause an increase of 20% in tho price of 
Canadian wheat, and to that extent the import-saving capacity of crop-selling 
farms has been raised relatively to that of other types of farms. It is, however, 
obviously impossible as yet to forecast the ultimate effects on the prioo-relation- 
ships of different imported foods and raw materials used in agricultural production, 
and no modification of the ffgures used in this article has, therefore, been made on 
this account. 
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small quantities of bacon and cheese from Canada and of sugar 
from the Caribbean, the only food for which we are now paying a 
substantial amount of dollars is w^heat. Superficially, this might 
lead to the conclusion that the maximum effort of British agricul¬ 
ture should be concentrated on wheat production. And, in so 
far as, in present circumstances, our main concern is to effect 
further dollar-savings, this conclusion would appear to be justified. 
In fact, present agricultural policy seems to be based on this 
assumption. But, apart from actual dollar imports, it is still 
necessary to buy large quantities of meat and coarse grains from 
countries such as Argentina and U.S.S.R. which require highly 
valuable exports in exchange; from the point of view of making 
the best use of exportable goods it seems, tliercfore, still neces¬ 
sary that our own agricultural effort should be concentrated 
in those directions which will result in the greatest savings even in 
non-dollar imports. 

Moreover, the present limitation of the range and quantity 
of dollar food and feed imports has been achieved only by severe 
restrictions on food consumption, and it is presumably now the 
aim of agricultural policy to assist in the improvement of the 
national diet by replacing as much as possible of these lost imports. 

In view of all this, a suitable objective standard of measure¬ 
ment of the relative value of different ty[)es of production and 
different kinds of farms appears to be i>r()vided by the cost, in 
terms of imi)ort prices, of the commodities which they produce. 
Indeed, apart from nutritional standards, which raise an entirely 
different question, it is difficult to see what other criterion can be 
adopted. For, clearly, the actual selling prices of British agricul-*^ 
tural produce, under the present fixed-price regime, are too 
“ subjective ” to be a reliable guide for tlie purpose in view. 

In assessing the relative values of different kinds of farms 
and types of production from the point of view of import replace¬ 
ment, however, it^is clearly not sufficient to take account merely 
of their output (in terms of import-values) from a given area of 
land. It is necessary also to measure the amounts of indigenous 
resources, such as labour and other resources, which are used in 
the process of production, and 'which might conceivably be applied 
to greater advantage in some other sector of the national economy. 

Material for an inquiry into the import-saving potentialities 
of different types of farms, operating under normal “ commer¬ 
cial ’’ conditions, exists in the considerable volume ofifinancial 
and economic data collected from large numbers of farms under 
the Farm Management Survey, which has been carried out over 



1950] IMFOKT'REPLACEMENT BY BRITISH AGRICULTURE 21 

a considerable period at various Universities by the Provincial 
Agricultural Economists, on behalf of the Ministry of Agriculture. 
The objective of tliis paper is to set out some conclusions on this 
question which appear to emerge from data collected under this 
Survey in six counties in the South and South Midlands of England ^ 
for which the University of Reading has been responsible. 

As has been indicated above, other important considerations, 
besides that of the balance of payments—in particular, questions 
of nutrition and diet—must, obviously, enter into the framing of 
agricultural policy. Such questions, liowever, are outside the 
scope of this investigation. All ihat it is sought to do here is to 
present some of the data which may assist in forming a judgment 
as to how far different kinds of farms are helping to solve the 
balance-of-paj^ments problem. 

I. Metiiob of Investigation 

The gross annual replacement of imports by each type of farm 
in the tables which follow has been arrived at by taking, for each 
farm, the sales during tlio year of each main ])roduct, adding or 
subtracting increases or reductions in stocks, and, in the case of 
livestock, subtracting j)urchases of similar stock, and evaluating 
the resulting figures in terms of prices of imports. From these 
figures are deducted the value, in terms of import equivalent, of 
any commodities purchased which embody substantial amounts 
of im])orted materials, the resultant figure indicating the net 
import replacement. 

In order to eliminate, as far as possible, the effects of j"ear-to- 
year variations in yield, as well as to increase the size of the 
sample, the calculations are based on data covering the four years 
ending March 31, 1940, 1947, 1948 and 1949. For some farms 
data are available for all four years, for others for only one year 
or two years. Where more than one yearns results are available, 
each year’s results are regarded as a separate case for the purposes 
of this investigation. This, it is realised, somewhat weakens the 
value of the sample, but avoids the serious reduction in the size of 
sample which would have followed if the investigation had been 
confined to farms for which results were available over the whole 
period. 

There is no difficulty in assessing the value, in terms of imports, 
of commodities of lands which themselves (or their end-products) 

^ Hampshire, Berkshire, Buckinghamshire, Oxfordshire, Warwickshire and 
Northamptonshire. 
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are imported on a substantial scale, e.g., coarse grains, sugar-beet, 
fat livestock, eggs. Products such as milk and main-crop potatoes, 
which are not imported in appreciable quantities, present more 
difficulty. An increase or decrease in the output of such com¬ 
modities in this country would clearly affect imports of food in 
one form or another, but it is by no means easy to assess in each 
ease what the effect on imports would be. In the case of potatoes, 
which are primarily an energy-producing food, the effect of a 
change in the volume of home production would probably be 
felt mainly in the form of increased or reduced consumption of 
bread or other flour products and, in the figures which follow, 
potatoes have been valued in terms of the equivalent quantity of 
imported wheat. Milk is more difficult. Liquid milk is not 
imported, and there is little likelihood of any aj)j)reciable imports 
of that commodity in the immediate future. Prom the point of 
view of the effect of changes in milk production on food imports, 
therefore, milk can be assessed only in terms of imported milk 
products, e.g.y cheese or condensed milk. It is appreciated that 
such a basis of assessment ignores the special nutritional and 
aesthetic value of milk consumed in liquid form. This, however, 
as has already been pointed out, is a question outside the scope of 
this investigation. A more relevant question is whether cheese 
or condensed-milk prices should bo taken as the basis of assess¬ 
ment. The point is one of considerable importance, since, in 
terms of import prices, a gallon of milk in the form of condensed 
milk is worth almost twice as much as in the form of cheese. It 
can be argued on the one hand that condensed milk should be the 
basis of assessment, since the diversion of land from milk to other 
forms of production would probably involve tlie replacement of 
the liquid milk lost by the nearest imported equivalent obtainable, 
i.e., condensed milk. This, however, is only partly true, because 
the reduction in milk supplies, in so far as it fell in the summer 
months, would no doubt fall partly upon manufactured milk 
products, particularly cheese. What is perhaps more important 
is that, in present circumstances, reduction in milk production 
can probably be regarded as outside the sphere of practical 
politics. From the practical point of view the question is, rather, 
that of the direction which increased agricultural output should 
take—milk, meat, cereals, etc. From this point of view, although 
increased milk production, if it were desired to devote ^t to the 
purpose of import saving, might to some extent be used to save 
relatively high-priced imports of condensed milk rather than 
cheese, the extent to which this could be done is, in practice, 
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extremely limited. The total (quantity of our imports of con¬ 
densed and dried whole milk in 1948 did not represent the equiva¬ 
lent of 2% of our total 'milk production, so that the possibilities 
of saving in this direction would soon be exhausted. 

In practice, any considerable increase in milk production—^in 
so far as it was used to save imports—^would almost certainly 
save cheese imports, and imported cheese lias therefore been 
adopted as the basis of assessment in the figures which follow. 
Nevertheless, the much greater imjiort value which milk would 
assume, if the question of replacement of milk by other products 
ill our farm output ever arose, must not be overlooked. 

Somewhat similar difficulties arise in assessing tlie value, in 
terms of imports, of materials purchased by farmers. The 
ap])ropriate impoit value of such items as concentrated feeding- 
stuff's, phos])hatic and ])otassic fertilisers and tractor fuel—all, 
or a substantial projiortion of which, or of their basic raw materials, 
are imjiorted—can be fairly readily estimated. Even wiiere the 
actual matcu'ial purchased may itself be home produced, e.gr., 
wheat offals or home-grown feeding-barley, as our marginal 
supplies are imported, the consumption of the home product by 
one farm inv^olves a corresponding addition to the total amount of 
similar produce imported. In some cases, how^ever, c.r/., many 
farm seeds, or some kinds of store livestock, there are no similar 
imports. The purchase of such commodities by farmers, how^ever, 
represents the utilisation of the produce of a certain area of land 
on other forms which wnuld otherwise be available to produce 
imi)ort-saving foods. It is, therefore, justifiable to regard such 
commodities as cost ing foreign exchange to the value of the nearest 
equivalent imported produce. Other commodities, coal, 

though not imported, are readily exportable, and their consump¬ 
tion at home deprives us of foreign exchange which could other¬ 
wise be earned : it tlierefore seems reasonable to charge agricul¬ 
ture with the export value of such materials. 

There is, on the expenses side of a farm’s accounts, a wide 
variety of goods and services wdiich do not in themselves involve 
expenditure on imports at all or only to a comparatively trivial 
extent or very indirectly. These include, for example, certain 
home-produced fertilisers (particularly nitrogenous fertilisers), 
labour, repairs to machinery and implements and a wide range 
of miscellaneous expenditure such as telephone charges, accoun¬ 
tancy fees, veterinary charges, insurance, etc. Although these 
factors of production are by no means completely mobile (par¬ 
ticularly in the case of family labour) a considerable part of these 
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resources could be used for other p\n'j)oses if they were not 
absorbed by agriculture, and would thus save imports or increase 
exports in otlier directions. It would obviousl}^ be impracticable 
to attempt to measure the exchange-saving or earning value of 
these resources if devoted to other uses. It is, however, an essen¬ 
tial part of this exercise to indicate the amounts (in terms of the 
prices actually paid for tliem) of these indigenous resources used 
by farms of difierent kinds in relation to the net value of imports 
rcj)laced. 

The import ])rices adopted for the purpose of this investigation 
were the average declared values of imports from all sources pre¬ 
vailing in the first half of 1049 according to the Trade and Naviga¬ 
tion Accounts. It is assumed that these values are related to the 
prices paid for the various commodities by the Ministry of Food, 
who are the purchasers of all agricultural commodities of major 
importance. It is appreciated that the declared values of im¬ 
ports include costs incidental to importation, particularly freight. 
An important jiart of these costs, however, and in particular, 
freiglit costs, represents U.K. resources which Cfnild otherwise be 
used for earning foreign currency and, in so far as they represent 
services performed by overseas agencies (e.gr,, foreign shipping) they 
represent actual foreign-cuiTcncy expenditure. 

It can, of course, be argued that the value of imports replaced 
by liome i)roduction should be calculated on the basis, not of 
imports from all sources, but of the most expensive, or possibly, 
the hardest-cuiTcncy imports, on the assumption that these 
supplies would be the first to be cut off’ as home production 
increased. There is some force in this argument. It cannot, 
however, be assumed that in practice political and other con¬ 
siderations would necessarily permit such a basis of choice to 
operate freely, nor, in view of recent changes in i>rices of imports 
and in the relative hardness of different cuirencies, can it be assumed 
that the supidies ^ which are currently most expensive or the 
currencies which are at present hardest will necessarily remain so 
permanently. It has, therefore, been considered preferable, on 
balance, to work on the basis of the average declared value of all 
imported supplies. Similar considerations apply to the cost of 
imported goods purchased by farmers. 

Important movements have recently been taking place in the 
prices of food imports, and as is pointed out later (p. 30) neither 
the general price-level during the first half of 1049 nor the relation¬ 
ships between different commodity prices at that time can neces¬ 
sarily be regarded as “ normal.’’ The effects of given changes 
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in actual and relative prices are therefore examined in this 
paper. 

In the investigation which forms the subject of this paper three^ 
main questions have been considered : (i) the relative advantage, 
from the point of view of import -replacement, of ditferent types of 
agricultural production; (ii) the performance of farms of different 
sizes; (iii) the effects of increasing the intensity of production. 
All these questions have an important bearing on agricultural 
J)olicJ^ 


II. Replacement of Imports by Different Types 
OF Production 

The farms which have provided the data for this investigation 
are situated in an area which is, for the most part, one of fairly 
uniform geographical conditions. Variations in climate and 
altitude are relatively small; and, although there is a wide range 
of soil tvx)es—including, for example, the thin, chalky soils of the 
Hampshire and Berkshire Downs, the dry limestones of Oxford¬ 
shire, the alluvial soils of the Thames Valley and the heavy clays 
of Warwickshire and Northamptonshire—conditions generally are 
not such as to lead to marked regional specialisation in farming 
types or to prevent wide div ersity of production in all parts of the 
area. It is true that there are certain restricted regions where one 
typo of production tends to be more concentrated than in the area 
as a whole, cattle grazing on the pastures of Northamptonsliire 

and Warwickshire, or cereal production on the Hampshire and 
Berkshire dowiiland farms. But most of the farms in the area 
produce more than one commodity for sale in substantial quan¬ 
tities, and as war-time experience showed, there are, in general, no 
insuperable natural obstacles to considerable changes in the 
pattern of production on particular farms. In these circum¬ 
stances it is justifiable to assume that differences in results between 
farms of various tjpes do not in the main reflect differences in 
environment. 

It is typical of British agriculture as a whole, and not only of 
farming in this area, that most farms practise composite systems 
leading to the production of a variety of commodities in varying 
proportions. It is, therefore, difficult, if not impossible, to make 
comparisons, under practical farming conditions in this country, of 
the value of single commodities from the point of view of import 
replacement. It is, rather, a question of comparing different 
farming types in which different commodities more or less pre- 
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dominate. Four main types of farms can be distinguished in the 
area in question: (i) dairy farms on which»the main product is 
milk, (ii) farms concentrating mainly on the production of crops 
for sale; (iii) farms producing mainly livestock or livestock 
products other than milk; (iv) mixed farms on which no single 
commodity predominates.^ For the purpose of examining the 
effects on import-saving of different production-types, this 
classification is adopted in this section of this paper, the criterion 
for inclusion in groups (i), (ii) and (iii) being that more than 50% 
of the total income of the farm is derived from milk, sale-crops 
or livestock products other than milk respectively, group (iv) 
comprising the remaining farms, w^here none of these products 
j)rovides more than 50% of total income. 

The average results achieved by the w^hole sample of farms 
for which figures are available—^amounting to 748 farm-years ^ 
in all are given in Table 1 for each of the years under review and 
for the period as a whole. 

Table 1 


Replacement of Imports and Utilisation of Home. Resources by 
Farms in the South of England, 1945/0 to 1948/9 



1940/6. 

1946/7. 

1947/8. 

1948/9. 

1 

Average. 

Gross replacement of imports 
(£ per acre) 

13-8 

12-8 

11-6 

i 

13-4 

12-9 

Iraport-ed materials used (£ per 
acre) .... 

3-3 

3-7 

3-7 

4-3 

3-7 

Net replacement of imports 
(£ per acre) 

10-5 

91 

7*9 

9-1 

9-2 

Home resources used : 

Labour (£ per acre) 

6-8 

6-6 

6-4 

6*8 

6-7 

Other home resources (£ per 
acre) .... 

i 

4-3 

4*2 

4-8 

51 

4-6 

Total home resources (£ per 
acre) .... 

111 

10*8 

i 

11-2 

1L9 

11-3 

Homo resources used per £100 
not replacomont of im- i 
ports : 

Land (acres) 

9-5 

110 • 

12-8 

10-9 

10-9 

Labour (£) 

66 

73 

82 

74 

73 

Other home resources (£) 

41 

46 

61 

66 

50 

Total home resources (£) 

106 

119 

143 

130 

123 

Number of farm returns in 
samjile (actual) 

162 

184 

215 

197 

748 

Average area per farm (acres) 

261 

242 

277 

234 

269 


^ In certain parts of the region, market-gardening is also important, but this 
specialised industry is not taken into consideration in this article. 

* Kor this purpose a farm-year means the results for a single farm in a single 
year; as has been indicated a considerable number of the farm-years included 
in the figures represent the results for the same farms in more than one year. 
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It cannot, of course, be assumed that these figures are fully 
representative of the average performance of farms in the area, 
but they probably give A sufficiently close approximation to the 
general order of magnitude of import replacement at the January- 
June 1949 prices. 

A steady decline can be seen over the first three years in the 
gross saleable output, valued in terms of imports, followed by a 
rccovwy in the fourth year. This was mainly the result of 
varying climatic conditions. The year 1946/7 was affected by 
the abnormally wet harvest of 1946, while 1947/S suffered both 
from the after-effects of the record cold winter of J 946/7 and from 
the summer drought of 1947. 1948/9 was a eomi)arativeIy good 

season, particularly as regards croj) yields. 

The consumi>tion of materials involving imports has risen 
somewhat over the four-year period, mainly as the result of 
increased use of purchased feeding-stuffs, as rations for livestock 
have become more liberal. This increase, however, has been 
comparatively small, and variations in the rate of net replacement 
of imports from year to year have been broadly similar to those 
in gross value of out])ut in terms of imports. The average net 
replacement of imports per acre over the whole period w^as a little 
over £9. 

Til the course of production, indigenous resources (other than 
land) to the value of £11-3 per acre, on average, were used, con¬ 
sisting as to £6-7 of farm labour and as to £4*6 of other resources. 

Tlie replacement of imports to the value of £100 net thus 
required the use, on average, of about 11 acres of land and £123 
of other home resources, of which £73 consisted of farm labour.^ 

Turning to the results achieved by the foui‘ different types 
of farms referred to above, it will be seen from Tabic IT that, so far 
as the net value of outjuit in terras of import prices is concerned, 
there are no marked differences in performance betw^een the 
various production-tyfies, with the exception that the dairy farms 
showed slightly worse results than the average for the whole 
sample, ’fhe figure in each case, however, lay between £8*7 and 
£9*4 per acre. These comparatively uniform net figures, how¬ 
ever, conceal considerable variations in the gross value of output 
and in the amounts of imported materials utilised. The dairy 
and other livestock-producing farms, in general, marketed a con¬ 
siderably higher value of produce, in terms of import prices, than 

^ Throughout tliis paper, the cost of farm labour includes the value of manual 
labour performed by the^ farmer himself, but does not include any charge for the 
farmer’s managerial work. 
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crop-selling and mixed farms. This, however, was largely offset, 
and, in the case of dairy farms, more than offset, from the point 
of view of net import-replacement, by their greater expenditure 
on imported materials, particularly animal feeding-stuffs. 

Table II 

Replacement of Imports by Different Types of Farms, 

1945/6 to 1948/9 



Dairy 

farms. 

eVop- 

selling 

farms. 

1 

Live¬ 

stock 

farms. 

Mixed 

farms. 

All 

farms. 

Groos rt^placoment of imports 
(£ per acre) 

134 

12 7 

13*7 

12*7 

12-9 

Imported materials iLsed {£ per 
acre) ..... 

4. 

3'4 

4-3 

3-4 

3-7 

Net replacement of imports 
(£ por acre) 

S-7 

9-3 

9-4 

9-3 

9-2 

Homo reaourcoa used : 

Labour (£ por acre) 

8-0 

59 

60 

G 7 

6-7 

Other home resourooa (£ per 
acre) .... 

4-8 

4-8 

4-4 

4-4 

4-6 

Total homo resources (£ por 
acre) .... 

12-8 

10-7 

10-4 

IM 

11*3 

Homo resources used per £100 
net replacement of im¬ 
ports : 

Land (acres) 

11-5 

10*8 

10-7 

10-8 

10-9 

Labour (£) ... 

92 

64 

64 

72 

73 

Other home resources (£) 

f»5 

52 

47 

48 

50 

Total home resources (£) 

147 

116 

111 

120 

123 

Number of farm returns in 
sample .... 

,'524 

116 

120 

206 

748 

Average area per farm (acres) 

143 

528 

242 

285 

259 " 


Moreover, although, as regards the net '^^alue of imports 
replaced per acre, there is little to choose between the different 
types of farms, Table II shows that dairy farms required con¬ 
siderably more than the average amount of labour per acre. 
Taking this factor into account, it may therefore be said that 
dairy farms gave the least satisfactory performance, requiring, 
for every £100 of imports replaced, not only somewhat more land 
but also a good deal more labour and other homo resources. 
Among other types of farms, there was little to choose, although, 
on the whole, livestock producers gave slightly better than 
average results. 

Two further factors, however, need to be considered i' 

(a) The possible effects of differences in size of farm within 
the various production-types. 
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(b) The effects of possible future trends in import prices 
for different commodities. 

(a) Effect of Size Variation, Later in this paper, data are 
presented which indicate a marked increase in the value of imports 
replaced i>er acre, and a marked economy in the use of home re¬ 
sources for a given import-saving, as farms increase in size. As is 
shown by the last line of figures in Table II, the average size of 
dairy farms in the sample is considerably below that of the whole 
sample of farms, while that of crop-selling farms is well above the 
general average. It might, therefore, reasonably be assumed 
that at least some part of the difference in results between dairy 
and other farms can be accounted for by this difference in size. 

This assumption can be tested by examining the results for 
different production-types within a more limited size-range. In 
Table III figures similar to those in Table II are given for farms 
within the size-range of 100-300 acres. 

Table III 


Ihplacement of Imports by Mednim-sized Farms of Different 
Types, 1945/6 to 1948/9 



1 )airy 
farniH. 

Cro])- 

selliiig 

farms. 

Live¬ 

stock 

farms. 

Mixed 

farms. 

All 

medium- 

sized 

farms. 

Gross replacement of imports 
(£ per acre) 

130 

12 8 

10 r> 

12() 

12-4 

Imported materials uaotl (£ per 
acre) .... 

4*5 

i 

31 

2-2 

3-8 

3-8 

Not roplacoment of imports 
(£ per acre) . 

8-5 

9-7 

8-3 

8-2 

8-6 

Home resources uschJ : 

Labour (£ per acre) 

7-6 

6'3 

60 

6-9 

7-0 

Other homo resourcoB (£ per 
acre) .... 

4-7 

4-8 

3-8 

4-6 

4-6 

Total homo rosources (£ per 
acre) .... 

12*3 

IM 

9 8 

1 

11-5 

1L6 

Home resources used por £100 
net replacement of im¬ 
ports : 1 

Land (acres) . . . 

1L8 

10-3 

120 

12-3 

1L6 

Labour (£) ... 

90 

65 

72 

85 

1 81 

Other home resources (£) 

5.5 

49 

46 

56 

63 

Total home resources (£) 

145 

114 

118 

141 

134 

Number of farm returns in 
sample- .... 

168 

30 

34 

107 

329 

Average area per farm (acres) 

153 

214 

191 

187 

177 


Because of the relatively small size of the sample too much 
reliance cannot be placed on these figures, particularly for the 
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crop-selling and livestock-selling groups (with only thirty and 
thirty-four returns respectively). Subject to this qualification, 
however, these figures tend to confirm those for the whole sample 
of farms. 

The average size of the crop-selling farms in this limited sample 
is less than half that in Table IT, while the livestock and mixed 
farms are also appreciably smaller. The effect is to narrow con¬ 
siderably, but by no means to eliminate, the difference in results 
between dairy farms and other types. Livestock and mixed 
farms now show approximately equal results to dairy farms as 
regards net import-saving per acre, but livestock farms are still 
noticeably better from the point of view of utilisation of home 
resources for a given saving of imports. Crop-selling farms appear 
considerably better than the average in both respects. 

(b) Effect of Commodity Price Changes, As has been indicated, 
the figures in the preceding tables have been calculated on the 
basis of import prices ruling during the first half of 1049. The 
price relationships for different commodities in that period cannot 
necessarily be regarded as representative of those likely to pre¬ 
vail in the future. Indeed, considerable changes in price relation¬ 
ships have taken place during the past year or two. Prices 
of cereals, and particularly coarse grains, which by early 1948 
had risen to five or six times the pre-war level, have fallen 
heavily, while the trend of prices of livestock products, par¬ 
ticularly meat, which have risen far less than tliose of cereals 
compared with pre-war, has been upwards. Clearly, the con¬ 
tinuation of these trends would substantially increase the import- 
saving possibilities of dairy and livestock-producing farms 
relatively to those of crop-selling farms. For not only would it 
increase the gross import-replacement value of the main products 
of dairy and livestock farms while reducing that of crop-selling 
farms, but it would also reduce the cost, in terms of imports, of 
one of the main r^w^ materials of dairy and other livestock pro¬ 
duction, i.c., animal feeding-stuffs. 

Notwithstanding the price changes which liad taken place up 
to mid-1949, the scales were still weighted, as compared with pre¬ 
war levels, in favour of crop-producing as compared with live¬ 
stock and dairy farms. The average value of imports of maize 
in the first six months of 1949 was still nearly six times the 
average for the five years 1934-38, that of imported wheat 
three and a half times and that of barley three times, while im¬ 
ported meat prices were only about double those of the pre-war 
period. 
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Recent long-term forecasts of world supplies of foodstuffs 
indicate that cereals are likely to reach a position of abundance 
some years in advance of the restoration of “ normal supplies of 
livestock products. The world meat outlook for the next few 
years appears to be particularly gloomy. It thus appears not 
unreasonable to anticipate a return, during the next few years, to 
price-relationships no less favourable to livestock produce, as 
compared with cereals, tlian those prevailing before the war. It 
is worth while examining the effects of su(*h a change on the 
relative import-replacement possibilities of the different types of 
farms. 

In Table IV are set out the results which would follow, so far as 
the sample of farms under consideration is concerned, from a rise 
or fall in the prices of the four main commodities—wdieat, coarse 
grains, meat and cheese—to a level of 300% of the average declared 
value per cwt. of imports in the five years 1934-38. 

Table IV 


Replacement of Imports by Different Types of Farms at Import 
Values for Main Comniodities Adjusted to Three Times Pre-war, 



Dairy 

farms. 

Crop- 

soiling 

farms. 

Live¬ 

stock 

farms. 

Mixed 

farms. 

Not replaoomont of importK per 





acre (£) 

0-4 

8*6 

11-9 

9-8 

Ilomo roaourcos naod x^er £100 not 





roplacemont of imports : 

Land (acres) .... 

lO-O 

11-6 

8-4 

10*2 

Labour (£) 

83 

68 

50 

CvS 

Other home resources (£) 

50 

50 

37 

47 

Total home resources (£) 

133 

124 

87 

115 


This table i)resents a picture considerably more favourable to 
livestock and milk production than Table II. The livestock 
farms, which, even at early 1949 prices, tended to have a some¬ 
what better performance than other types, more particularly as 
regards honje resources used for a given saving of imports, would 
now be well ahead as regards both the saving of imports per acre 
and the amount of home resources, other than land, required per 
£100 saving. Mixed farms approach to the general average in per¬ 
formance. As between dairy and crop-selling farms there would 
be little to choose. Dairy farms would achieve a somewhat 
higher replacement of imports per acre, but at an appreciably 
higher cost in home resources (more particularly labour) than crop- 
selling farms. 
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It seems possible to draw the follomng conclusions : 

(i) From the point of view of import-saving, there is everything 
to be said for preferring livestock production to other types of 
farming. It appears to achieve, even at 1949 import-price levels, 
about as good results as other types of production in relation to 
land and other resources used, and the continuance of present 
price-trends would put it well ahead of other types in this 
respect. 

(ii) The question how far increased milk production should be 
preferred to sale-crops is largely a matter of weighing the superior 
dietary value of addit ional liquid milk against any disadvantage 
its production may involve from the point of view of import¬ 
saving. As a saver of imports, milk compares unfavourably with 
sale-crop production at prices prevailing in 1949, and, bearing in 
mind the level to which liquid milk consumption has already risen 
compared with pre-war, the dietary advantage of further increase 
at the expense of sale-crops might be thought to be purchased at 
rather too high a cost, if these relative import prices were to con¬ 
tinue. A change in price-ratios to about the pre-war position, 
however, would put milk on more or less level terms as regards 
import-saving and in that event the dietary advantages would be 
a sheer gain. 

(iii) As between further milk production and increased live¬ 
stock production the position is reversed. It may be doubted 
whether the moderate advantage which liv^estock production 
appears to show, from the import-saving point of view, at 1949 
price-ratios is sufficient to justify preferring it to milk. But a 
change in price-ratios to the pre-w'ar level would so increase the 
relative import-saving advantage of livestock as compared with 
milk as to make it questionable whether the dietary gain from 
more milk justified the cost in foreign exchange. 

(iv) As has been pointed out above, the comparisons between 
dairying and other types of production in Tables II, III and IV are 
based, in the case of milk, on the import price of cheese. If there 
were any question of expanding other forms of production at the 
expense of milk, tliis basis of comparison would be quite in- 
appropriate. It would then be necessary to value milk on the 
basis of the price of imported condensed milk, which would give 
a figure almost double that resulting from the use of cheese as a 
basis of evaluation. The relative import-replacement values of 
the different types of farms would clearly be entirely changed, in 
a direction far more favourable to dairy farms. 
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Effect of Increasing Tillage 

Apart from the relative import-saving values of different 
types of farming, as distin^ished by the main commodities they 
produce for sale, there is also the question of differences in the 
use of land, and, in particular, the relative imi)ortance of tillage 
and grassland. It is an important aim of British agricultural 
policy to maintain the maximum tillage area. This is, no doubt, a 
reflection partly of the desire to secure the greatest possible area 
of cereals, especially wheat, partly of the need to make home 
agriculture as self-supporting as possible in the matter of feeding- 
stuffs for livestock. It is, however, also important to know what 
effect the maintenance of high tillage is likely to have on the 
capacity of the industry to save foreign exchange at the lowest 
])ossible cost in home resources. 

In so far as a high proportion of tillage is associated with cash¬ 
cropping as the predominant farm enterprise, its effects on import¬ 
saving may bo deduced from the immediately preceding section of 
this paper. 

In Table V, the effects of increasing tillage, how^ever, are 
showTi for farms whore some form of liv^estock enterprise pre¬ 
dominates. In order 1o eliminate the effect of size-differences the 

Table V 


lieplacenient of Imports by Medinm-sized Farms with Different 
Proportions of Tillage, 1945/(Wo 1948/9 



Proportion of tillage to total area. 

Less 

.30%. 

< Jross roplacemont of im})orts (£ per aero) 

11-5 

13*3 

12-4 

14*5 

Imported materials used (£ p<^r aero) 


41 

4-2 

5*0 

Net replacement of imports (£ per aero) . 

7-8 

: 9-2 

8-2 

9*5 

Homo resources used : 





Labour (£ per acre) . 

Other homo resources (£ per acre) 

6-8 

7-7 

7-4 

8*0 

3-8 

4-7 

4 8 

5*6 

Total home resources {£ per acre) 

10-6 

12-4 

12-2 

13-6 

Home resources used per £100 net replace¬ 
ment of imports : 





Land (acres) ..... 

12-9 

10-9 

121 

10*6 

Labour (£)..... 

88 

84 

90 

84 

Other home resources (£) . 

49 

51 

68 

69 

Total home resources (£) . 

137 

135 

148 

143 

Number of farm returns in sample 

59 

87 

51 

39 

Average area per farm (acres) 

152 

167 

158 

173 

No. 237— VOL. LX. 
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figures are confined to farms within the limited size-range of 
100-300 acres since the general tendency is ‘for the percentage of 
tillage to increase with the size of the farm. The farms whose 
results are embodied in this table are in all cases farms whose 
output consists as to 60% or more of livestock produce, though 
there is naturally some tendency for cash crops to increase in 
importance with the tillage-percentage, even on these pre¬ 
dominantly livestock farms. 

There is, as will be seen, on the whole a substantial increase 
both in the gross and in the net value of saleable produce per acre, 
measured in terms of import prices, as the proportion of tillage 
rises, though the increase is, perhaps, less marked than might be 
expected—an approximate doubling of the tillage area producing 
only about a 25% increase in gross and net import-savings. 
Moreover, the increase is not consistent throughout, a curious 
falling-off occurring on farms within the range of 40-50% of 
tillage. The rise in net import-replacement as tillage increases is 
lessened by the additional utilisation, by the high-tillage farms, 
of materials, directly or indirectly involving importation, par¬ 
ticularly seed and fuel. It might have been expected that this 
would be offset by reduced i)urchases of feeding-stuflfs on the 
farms with higher tillage, which should be able to grow more of 
their own feed. But, in fact, there is surprisingly little difference 
in purchased feeding-stuffs consumption per acre between farms 
at different levels of tillage. The import values of feeding-stuffs 
purchased by the four groups of farms in Table V were £2-7, 
£2*4, £2*3 and £2-7 per acre respectively. 

The rise in net import-savings as tillage increases is accom¬ 
panied by a considerable addition to the amount of home resources 
used other than land. This is what would be expected, since^ 
arable land obviously requires more labour, both manual and 
mechanised, as well as other resources, per acre than grass. 
The additional home resources used, however, are roughly only 
proportional to the increase in import-savings, with the result 
that, per £100 of imports saved, there is little variation in the 
consumption of home resources. The extra savings per acre of 
imports achieved by farms at the higher tillage levels, though 
only moderate in amount, seem, therefore, to be a net gain to the 
national economy.^ 

^ It should, of course, be pointed out that physical factors, e.fjf., sSil oonditions, 
may limit the increase of tillage on many farms. All that the figures in Table V 
indicate is that high tillage is a desirable objective, in the national interest, on 
farms where physical conditions aro suitable. 
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III. Replacement of Imports by Farms of Different Sizes 

The range of size of farms in this country is extremely wide. 
The sample under consideration, for example, includes farms 
varying in size from 26 acres to 2,250 acres. Considerable differ¬ 
ences in output and efficiency can be expected between farms 
of so wide a range of size, and the effect of such differences on 
import-saving capacity is of considerable importance from the 
point of view of agricultural policy. 

Table VI shows the average replacement of imports in relation 
to resources used by farms in three size-groups : (a) under 100 
acres, (6) 100-300 acres, (c) over 300 acres, during the four years 
1945/46 to 1948/49. 

As regards the gross value of sales, in terms of import prices, 
the small farms, with an average of £16*9 per acre, are well ahead 
of the medium and large farms, which averaged only £12*4 and 

Table VI 


Replacement of Imports by Farms of Different Sizes, 
1945/6 to 1948/9 



Farms 

under 

100 

acres. 

j 

Farms 

from 

100-300 

acres. 

Farms 

o\'or 

300 

acres. 

All 

farms. 

(iroHH replucoinmit of import h (£ por m-re) 1 

lO'O 

12 4 

12*6 

12 9 

Imported mtiterials uKod (£ per Here) 

70 

3'8 

3*4 

3*7 

Net reiplacement of imports (£ per aere) . 1 

9-9 

’ 

8-6 

9*2 

9*2 

Homo resourcofl used : 

1 1 




Labour (£ per acre) , . . , 

<jr) 

7 0 

6*1 

6*7 

Other home resources (£ pt^r acre) 

0-3 1 

4-6 

4*4 

4 6 

Total home resources (£ per acre) 

16-8 

11-6 

10*5 

11*3 

Home resources used per £100 net nsplaec- 
mont of imports : 




10*9 

Land (acres) ..... 

101 

11*6 

10*8 

Labour (£)..... 

96 

81 

66 

73 

Other home resources (£) . 

i 64 

; r>3 

47 

50 

Total home resourcos (£) . 

1 160 

134 

113 

123 

Number of farm returns in sample 

1 206 

329 

213 

748 

Average area per farm (acres) 

71 

177 

555 

259 


£12-6 per acre respectively. These small farms, however, absorbed 
very much larger quantities of materials involving foreign-cuirency 
expenditure than larger farms : this additional consumption 
consisted mainly of feeding-stuffs, and resulted both from the 
greater preponderance of livestock, particularly dairy cows, on 
the smaller farms and from their generally more intensive stocking 
and in consequence their greater reliance on purchased feed. 
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The resulting net import-replacement value of the output of 
small farms was thus, at £9-9 per acre, only slightly higher than 
that of larger farms (£9*2), which in turn somewhat exceeded 
that of medium-sized farms (£8‘6). 

The amounts of home resources, especially labour, per acre of 
land, required by small farms were very considerably higher than 
average, the best results in this respect being achieved by farms 
in the largest size-group. Thus, while the variation in net import- 
replacement per acre of land between the different sizes of farms is 
relatively small, there is a substantial reduction, as farms increase 
in size, in the amounts of labour and other home resources re¬ 
quired for a given value of imports replaced; for every £100 of 
imports saved, small farms used £160 of homo resources (including 
£96 of labour i), medium farms £134 (including £81 of labour) and 
large farms only £113 (including £66 of labour). 

In view of the relatively liigh preponderance of dairy farms in 
the small-size-group, however, it is possible that the comparatively 
poor performance of these small farms may be due partly to this 
factor, bearing in mind the relatively uneconomic results achieved 
by dairy farms, as compared with other t 3 q)es, at early 1949 price 

Table VII 


Replacement of Imports by Dairy Farms of Different Sizes, 
1945/6 to 1948/9 



Farms 
of under 
100 
acres. 

Farms 

of 

100-300 

acres. 

Farms 
of over 
300 
acres. 

All 

dairy 

farms. 

Gross replacement of imports (£ per acre; 

161 

130 

12-3 

13*4 

Imported materials used (£ per acre) 

6-9 

4*5 

3-6 

4-7 

Net replacement of imports (£ per acre) . 

9-2 

8-5 

8-7 

8‘7 

Home resources used : 





Labour (£ per acre) .... 

10-3 

7-6 

7-0 

8*0 

Other home resources (£ per acre) 

61 

4*7 

4-2 

4-8 

Total home resources (£ per acre) 

16-4 

12-3 

11*2 

12-8 

Home resources used per £100 not replace¬ 
ment of imports : 





Land (acres) ..... 

10-8 

11-8 

11‘6 

11-5 

Labour (£)....• 

112 

90 

80 

92 

Other home resources (£) . 

66 

55 

48 

65 

Total home resources (£) . 

178 

145 

128 

147 

Number of farm returns in sample 

133 

168 

33 

324 

Average area per form (acres) 

68 

1 

153 

i 

372 ^ 

143 


^ A much higher proportion of the labour used on those small farms is, of 
course, family labour than on larger farms and it cannot be assumed that such 
labour would be readily transferable to other occupations. 
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levels. In Table VII therefore, in order to eliminate, so far as 
possible, the effect of variations in production between different 
size-groups, similar figure.^ to those in Table VI are given for dairy 
farms only. Those figures confirm the conclusions drawn from 
the whole sample of fiirms. The net replacement of imports ])cr 
acre is, in general, slightly less for the dairy farms than for 
the whole sample, while tlieir labour requirements are higher 
than the general average. For every £100 of imports replaced, 
therefore, the area of land occupied and the amounts of homo 
resources utilised are greater for all sizes of dairy farms than 
the corresponding averages for farms of all types. But tliere is 
a closely similar relationship between the performance of farms 
of different sizes, whether dairy farms alone or farms of all types 
are considered. In the dairy-group, just as in the whole sample of 
farms, the small farms replaced a somewhat higher net value of 
imports per acre than larger farms but absorbed considerably 
more labour and other home resources in the process. The 
amount of home resources (other than land) re(juirod for every 
£100 of imports saved by dairy farms fell substantially as the size 
of farm increased. 

As has been stated, one of the main factors operating to 
reduce the relative effectiveness of small farms, from the point of 
view of not import-saving, is their comj)aratively high consumption 
of purchased feeding-stuff’s. The continuance of reductions in 
prices of imported feed relatively to other import x)rices would 
therefore tend to improve the results achieved by small farms in 
comparison with larger holdings. 

From the point of view of the balance-of-payments problem 
alone—and disregarding the social considerations involved—it 
would appear, from the above figures, that the relative advantages 
of smaller or larger farms depend largely on the labour situation. 
The net saving of imports by British agriculture would apparently 
be increased somewhat by a reduction in the average size of farms, 
not only because, acre for acre, the small farm tends to have a 
higher output, valued in terms of net imports, than the largo farm, 
but because the small farm tends to concentrate more heavily on 
dairying and livestock production, which, on present price-trends, 
give greater promise of import-saving per acre of land used than 
cash crop-production. So long as labour is scarce, howevw, the 
advantages of small farms in this respect are probably out¬ 
weighed by their considerably higher labour requirements per 
£100 of imports saved. If a position of labour surplus were to 
develop, this offsetting disadvantage would be removed—particu- 
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larly bearing in mind the considerable proportion of immobile 
labour employed on small farms. 

IV. The Effect of Intensification of Output on the 
Economy of Import-Replacement 

The Government’s present programme of agricultural expan¬ 
sion is designed to increase the net value of British agricultural 
output by 1952 to a level 15% above the war-time peak of 1943/4. 
The achievement of this programme within this period clearly 
involves a considerable intensification of output, since the total 
area of land available for agriculture is variable only within very 
narrow limits, and the increase of output by improvements in 
farming technique must necessarily be a slow process. 

It cannot be taken for granted that an intensification of 
output on the scale required would lead to a proportionate increase 
in net saving of imports (at a given level of national food con¬ 
sumption) or that any increase in saving that might result would 
be achieved economically in terms of home resources used. Some 
information on these questions can be obtained from the sample of 
farms under consideration by examining the results achieved by 
groups of farms operating at different levels of intensity of pro¬ 
duction, adopting as a basis of measurement of “ intensity,” the 
“ net production ” of each farm, i.e., the actual money value of 
gross sales, plus or minus any increase or decrease during the year 
in the value of stocks on the farm and minus the cost of any live¬ 
stock purchases,^ It is appreciated that money value is not an 
entirely suitable basis of measurement of production, particularly 
under a fixed-price regime, where the relative prices of different 
commodities are artificially determined; but the disadvantages 
of a money value basis are considerably reduced if comparisons are' 
confined to farms of similar production-types. Moreover, for an 
industry like agriculture, producing a wide variety of different 
commodities, it is difficult to find any satisfactory physical basis. 
of measurement of production. 

There is a further reason, in this instance, for confining the 
comparison to farms of similar types. There are substantial 
differences in average net production per acre between different 
types of farms : dairy farms, in particular, generally tend to have 
a considerably higher net production (measured by money value) 
than other kinds of farms. Figures covering farms o? all t 3 rpes 

^ Gross sales alone would give indated figures for farms which buy in store 
livestock as compared with those which breed their own stock. 
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would thus be distorted by the varying incidence of different 
production-types at different levels of intensity. 

Table VIII 

Replacement of Imports by Mixed Farms at Different Levels of 
Intensity of Production, 1945/0 to 1948/9 



Fanr 

Under 

£12 

per 

acre. 

i.s with an 

£12-16 

per 

acre. 

nual net 

£16-20 

per 

acre. 

irodiictioi 

£20-24 

per 

acre. 

1 of: 

Over 

£24 

per 

acre. 

Gross replacement of imports 
{£ per acre) 


10-6 

13-3 

15-5 

20-2 

Imported materials used (£ per 
acre) .... 

2-3 

2-8 

3-3 

5-1 

6-6 

Net replaccTnont of imports 
(£ per acre) 

6*5 

7-8 

10-1 

10-4 

13-6 

Home resources used : 

Labour (£ per acre) 

5-3 

5-8 

7 0 

7-4 

9-8 

Other home rosource.s (£ per 
aero) .... 

2 8 

3-6 

4-5 

6-4 

7-4 

Total homo resources (£ per 
acre) .... 

i 

8-1 1 

9-4 

11-5 ! 

12-8 

17-2 

Home resources used per £100 
net replacement of im¬ 
ports : 

Land (acres) 

181 

i 

12-8 

9*9 

9-6 

7-3 

Labour (£) 

96 

74 

70 

71 

72 

Other home resources (£) 

51 

46 

45 

52 

54 

Total home resources (£) 

147 

120 

116 

123 

126 

Number of farm returns in 
sample^ . 

22 

82 

50 

24 

26 

Average ar<ni per farm (acres) 

248 

318 

281 

236 

271 

.A^vorago net income per acre | 
(£).... 1 

-0-4 

1 1 8 

3-4 

4-6 

6-5 


In Tables VIII-X, the values of import-replacement in relation 
to land and other home resources utilised, at different levels of 
intensity of production, is shown for three types of farms— 
mixed farms, crop-selling farms and dairy farms.^ 

The three types of farms shoiv strikingly similar results : 

(a) In each case a steady increase in the gross value of output 
(measured in terms of import values) is accompanied by a more 
rapid and, generally, accelerating rise in the consumption of 

^ A complication arises in the case of dairy farms in that, owing to the 
higher price per gallon of “ quality ” milks, those producing ** quality ** milk (e.g., 
T.T. and Accredited) tend to have a higher net production as measured by value 
than farms producing ordinary milk, even though the volume of production 
may be no greater. For this purpose, therefore, consideration is confined to 
farms producing “ quality ’* milks. 
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materials involving expenditure on imports, e.gr., fertilisers, fuel 
and feeding-stuflFs. 

(6) In consequence, the net value of imports rox>laced does 
not rise proportionately to the increase in production. At the 
highest levels of intensity (except on the mixed farms) the rate 
of increase in net saving of imports slows down to a very marked 
extent as production rises. 

(c) The amount of home resources, cspeciall}^ labour, absorbed 
per acre generally rises at an accelerating rate as production 
becomes more intensive. 

(d) The net effect of the above tendencies is that although 
increased intensity of production, up to the highest levels pre¬ 
vailing in the sample under review, generally results in further 
net import-savings, these additional savings become increasingly 
meagre and, beyond a certain point, are achieved only at the cost 


Tabi.e IX 

Be placement of by Crop',selling Farms at Different Levels 

of Intensity of Production, 1945/6 to 1948/9 


Farms with annual lu^t production of : 


1 

Under 

£12 

per 

acre. 

£12-16 

per 

acre. 

£16-20 

per 

acre. 

£20 24 
per 
aero. 

Ovw 

£24 

per 

acre. 

Gross roplacornent of miports 
(£ per acre) 

8-2 

104) 

1 

13-5 

160 

18-7 

Imported materials used (£ por 
aero) .... 

2-0 

2-5 

3-3 

4-1 

6*9 ^ 

Not rcij)Jacem(‘nt of imports 
(£ per aero) 

01 

8-4 

10*2 

1L9 

11-8 

Homo rosourec s used : 






Labour (£ por aero) 

40 

4-8 

Of) 

7-2 

9-2 

Other home resources (£ per 
aero) .... 

31 

4*5 

5 3 

5 2 

7-5 

Total homo rosouyees (£ por 
aero) .... 

71 

9-3 

1L9 

12-4 

16-7 

Homo rosoiirces used por £100 
net replacement of im¬ 
ports : 

Land (acres) 

16d 

120 

9-8 

8*4 

8-6 

Labour (£) 

64 

57 

65 

60 

78 

Other home resourcoB (£) 

50 

55 

52 

44 i 

64 

Total home resources (£) 

114 

112 

117 

104 1 

142 

Number of farm returns in 






sample .... 

25 

30 

32 

16 ^ 

13 

Average area per farm (acres) 

624 

504 , 

485 

396 

669 

Average net income per acre 
(£).... 

0*3 

1-8 1 

1 

2-9 

50 1 

6*2 
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Table X 


Replacpment of Imports by Quality Milk-selling Farms at 
Different Levels of Intensity of Prodvetion, 1945/0 to 1948/9 



[ Farm 

Under 

£1(> 

per 

acre. 

IS with an 

£16-20 

per 

aero. 

nual not ] 

£20-24 

per 

acre. 

productioi 

£24-28 

per 

aero. 

i of : 

Over 

£28 

per 

acre. 

Gross replacement of imports 
(£ per acre) 

9-7 

12-S 

14-4 

17 4 

20*4 

Imported materials used (£ per 
acre) .... 

3 1 

4-2 

4-8 

6 8 

0.2 

Not roplaooment of imports 
(£ per acre) 

6*6 

8*6 

9*6 

10-6 

11*2 

Homo resources used : 

J.«a))our (£ per aero) 

6S 

7-3 

8*6 

9-8 

12-5 

Other home resources (£ per 
acre) 

3 5 

4-7 

5*5 

7-2 

8-3 

Totcl home rosoureos (£ per > 
acre) .... 

10-3 

12-0 

14 1 

17-0 

20-8 

Home r(*soiirees used per £100 
net replacement of im¬ 
ports : 

I^and (acres) 

1 

151 

11 6 

104 

9-4 

8*9 

Labour (£) ... 

102 

85 

90 

92 

111 

Other homo resources (£) 

53 

54 

57 

68 

74 

Total home resources (£) 

155 

139 

147 

160 

185 

Number of farm returns in 
sample .... 

47 

46 

4.3 

2! 

42 

Average area per farm (aijres) | 

222 

204 

173 

121 

81 

Average net income per acre 
(£) .... i 

1-3 

2 8 i 

3 5 

4-2 

5-2 


of a substantial increase in homo resources (other than land) used 
per £100 of imports saved. The optimum ]>oint, from the point 
of view of resources required for a given import-saving varies 
according to the tyjie of farm. On dairy farms increased cost in 
home resources begins to show itself at a relatively early stage; 
in the case of croy)-selling farms, reductions in home resources 
used per £100 import-saving continue up to a relatively high 
level of intensity. The figures for dairy farms are, however, com¬ 
plicated by the fact that the more intensive farms tend to be smaller 
than the average, and, as has been shown, the smaller farms are 
generally the least economical in resources used per £100 of import 
saved; if the size-factor were eliminated, the optimum point in 
economy of resources for a given import-saving by dairy farms 
would probably occur at a somewhat higher production-level than 
is shown in Table X. 

If these figures are any guide to the general position, there is 
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clearly very considerable scope for raising the import-replacement 
capacity of British agriculture both per acre of land and in rela¬ 
tion to other home resources msed (such as labour) by increasing 
the intensity of production on farms at the lower levels of output 
—always assuming the present occupiers of those farms to be 
technically capable of achieving additional output economically. 
It will be seen from Tables VIII-X that the majority of the farms 
whose figures are included in these tables are at present operating 
at a level of production below the optimum, as regards import¬ 
saving per acre of land, and that a substantial proportion are 
below the optimum in respect of other home resources used for a 
given saving of imports. 

Measures appear to be needed which would give an incentive 
to increased output in these lower-intensity groups without 
stimulating further intensification, at excessive cost in resources 
and comparatively little additional import-saving, at the highest 
levels. At present the principal instrument for affecting 
production is the forward-price system. It appears from the 
figures in Tables VIII-X that this system has not operated 
ideally during recent years, from the point of view of securing the 
optimum level of output. The figures of average net income given 
in the last line of each of these tables show that quite appreciable 
net incomes have been obtainable, even at low levels of output; 
crop-selling and mixed farms with net production of only £12 
to £16 per acre have, on average, earned net incomes of almost 
£2 per acre, while dairy farms with less than £16 per acre net 
production have earned net incomes of nearly 30«. per acre. 
At the same time, for those farmers whose aim is to achieve the 
maximum income, there has been a substantial profit incentive 
to expand output beyond the level which gives the best results 
from the national point of view. In all types of production 
the highest profits have been earned, on average, by the most 
intensive farms, though, in general, these are not the farms which 
have made the best use of resources for the pur|)oso of import- 
saving. 

One method of correcting this defect would be to reduce the 
amount of farmers’ total incomes at present received in the 
form of prices paid for produce and correspondingly to increase 
the amount received as direct subsidisation of operating costs. 
A moderate reduction in commodity prices—of the order of, 
say, 5-10%— would reduce net incomes oii farms ofliow out¬ 
put to comparatively small dimensions, and would thus provide 
an incentive to increased output as a means of maintaining 
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profits. This process would be further stimulatc'cl by additional 
subsidisation of measures designed to increase output, e.g., 
plougliing-up grants, liming subsidies, subsidisation of fertilisers, 
etc. At the same time, the result of a general moderate price- 
reduction should be to lower the jioint of oiitimum profit, and 
thus to remove or considerably reduce the incentive to carry pro¬ 
duction to uneconomically high levels. Moreover, additional 
direct financial assistance towards production costs might be 
expected to provide less of a stimulus to increased output in the 
case of farmers already operating at a high level of intensity than 
for those at a low level where the opportunities for increased pro¬ 
duction are greater. It is fully appreciated that the above is 
probably an over-simplification of the effects of such a step as 
is proposed. In some cases, price reductions might result in 
attempts to maintain net incomes by reducing expenditure 
rather than increasing output, and this might lead to a drop in 
the import-saving per acre by such farms. The increased financial 
assistance proposed towards specific production-costs is, however, 
designed to prevent this. And, in so far as it occurred, it would 
not necessarily be contrary to the national interest, provided it 
resulted in a more than compensating fall in the homo resources, 
other than land, absorbed per £100 of import-saving. 

The main danger of the line of action suggested is the possi¬ 
bility that an excessive price reduction might introduce a general 
disincentive to production all down the scale; and great care 
would be needed both in calculating the appropriate amount of 
such price reductions and in planning the compensating measures 
of direct assistance towards operating costs so as to ensure that 
economic production at high levels of output ])cr acre was not 
discouraged. 

Notwitlistanding these reservations, however, the general 
conclusion seems justified that, carefully operated, the net effect 
of what is suggested should be not only an overall increase in the 
replacement of imports by British agriculture, but also a reduction 
in the average amount of home resources utilised per £100 of 
imports replaced. 

As regards the absolute amount of home resources absorbed 
by agriculture, it seems probable that some increase would result, 
though not pro rata to the additional import-replacement. 
Whether such an increase would be justified, of course, depends 
on the comparative economy of utilisation of resources by 
agriculture and other industries. 



44 


THE ECONOMIC JOUBNAL. 


[MABCH 


V. SUMMABY OF CONCLUSIONS 

The results achieved by the sample of farms whose accounts 
and records are considered appear to lead to the following con¬ 
clusions : 

(1) The average net value, measured in terms of imports at 
early 1949 prices, of the saleable output of farms in southern 
England, after deducting the value of imported materials con¬ 
sumed, was of the order of £9 per acre. 

(2) Every £100 net import equivalent produced required the 
use of about 11 acres of land and about £120 worth of other in¬ 
digenous resources. 

(3) At early 1949 import prices, the net import-replacement 
capacity per acre of the four main types of farms—dairy, cash¬ 
cropping, livestock and mixed farms—^was comparatively uniform. 
Dairy farms, however, gave somewhat lower net savings i>er acre, 
than other tyj)cs of farms, and, at the same time, absorbed con¬ 
siderably more labour and other home resources per £100 import- 
replacement. Against this must be set the substantial nutritional 
advantages of milk production. 

(4) If present price-trends were to continue until something 
like pre-war price relationships between the main imported foods 
were restored, the present advantage of sale-crop over milk pro¬ 
duction, from the point of view of import-replacement for a given 
consumption of home resources, would virtually disappear and 
would be easily outweighed by the nutritional advantages of milk. 
The production of other livestock products, e.r/., fat stock and eggs, 
would become the most effective and economical means of replacing 
imports. 

(5) The maintenance of a high tillage area is likely to give 
moderate gains in terms of import-saving per acre, compared with 
grassland farming, at present levels of grassland management, and 
with approximately the same expenditure of home resources per 
£100 of imports sdved. 

(6) Small farms tend to attain a slightly higher level of import- 
replacement per acre of land, but at a disproportionately heavy 
expenditure of labour and other indigenous resources, especially 
the former. A good deal of the extra labour used, however, is 
relatively immobile family labour. From the economic stand¬ 
point, the merits and demerits of the small farm appear to depend 
largely on the relative scarcity or otherwise of labour. 

(7) Beyond a certain point, increasing the intensity of produc¬ 
tion on farms will acliieve only small additional net import- 
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savings per acre at increasing cost in home resources (other than 
land) per £100 of imports saved. The majority of farms do not 
appear to have reached this point of optimum intensity, though 
a small proportion seem to have passed it. 

(8) There appears to be great scope for measures which will 
intensify output on farms at a low level of output without stimulat¬ 
ing further intensification of farms at the highest output levels. 
Any general downward tendency in prices of imported food would, 
of course, lower the point of optimum production per acre and re¬ 
duce the scope for economically increasing intensity of output. 

C, H. Blagburn 

University of Reading. 



THREE CONCEPTS OF THE BALANCE OF PAYMENTS 
AND THE SO-CALLED DOLLAR SHORTAGE 

The confusion concerning the meaning of a deficit or a dis¬ 
equilibrium in the balance of payments is almost as old as the 
study of political economy. But never l)efore has it been so 
widespread; and rarely so systematically exploited. To be sure, 
most of the people who speak and write of the so-called “ dollar 
shortage ” are honestly confused. But there are probably some 
who know better and try to take advantage of the general con¬ 
fusion for political purposes if only out of patriotic motives. In 
any case, we have no right to abet confusion through continued- 
equivocation. Three fun damentall}^ diflerent ideas are conti nually 
called by the same name. For the sake of clearer tliinking they 
should be distinguished. 

What is indiscriminately called the balance of payments may 
be : I, A Market Balance^ i,e,, a balance of supyily and demand; 
or II. A Programme Balance^ i,e,, a balance of hopes and desires; 
or III. An Accounting Balance, i.e., a balance of credits and debits. 

The market balance of payments is a model of a given situation 
in the foreign-exchange market, characterised by the effective 
demand and supply of foreign exchange at the given exchange rate 
and at alternative, hypothetical rates. This is an ex ante concept 
for use in the analysis of the foreign-exchange market, with major 
emphasis on the effects which changes of the exchange rate might 
have upon the amounts of exchange effectively demanded and 
supplied. 

The programme balance of payments is a statement of sources 
and uses of foreign funds, exj)ected or planned, over a future 
period of one or more years, based upon the nation’s capital and 
consumption requirements, and on a programme of meeting an 
excess of requirements over resources by recourse to foreign 
finance expected or sought. This also is an ex ante concept, not 
for analysis but for use in planning, forecasting or negotiating, 
with major emphasis not on what is effectively demanded, but on 
what is felt to be desirable with reference to some accepted 
standards. 

The accounting balance of payments is a record^^of all trans¬ 
actions, real and financial, which have taken place over a past 
period of one or more years between the country’s residents and 
residents of other countries, the record being kept in the form of 
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double-entry book-keeping, with each credit entry balanced by an 
offsetting debit entry, and vice versa. This is an tx post concept 
based on statistical information and estimates for use chiefly in the 
description of past developments and perhaps also in the appraisal 
of the present position of one nation in relation to others. 

The meaning of a deficit in the balance of payments is, of 
course, categorically different for each of the three basic concepts. 
But also within each concept the meaning of a deficit is by no 
means clear. There may be several different deficits depending 
on a number of arbitrary definitions, assumptions, hypotheses, 
judgments or objectives, even after one has decided whether one 
speaks of a market, a programme or an accounting balance. 

I. llic Market Bala^ice of Payments 

In an attempt to define a dollar shortage or a deficit in the 
dollar balance of payments in the market sense (or supply and 
demand sense), one should be deliberately vague on certain points 
in order to allow for differences in assumptions and hypotheses 
which can bo legitimately made. 

A dollar deficit in a country's market balance of payments may be 
tentatively defined as an excess of dollar amounts effectively demanded 
at the given exchange rate by would-be purchasers {who are not 
restricted by specially adopted or discretionary government control 
measures) over the dollar amounts supplied at that exchange rate by 
would-be sellers {uho are not motivated by a desire to support the 
exchange, rate). 

1. The phrase ‘‘ effectively demanded " is to mean that the 
would-be buyers possess and arc willing to part with the domestic 
money to j)ay for the foreign exchange. Effective demand for 
dollars means supply of domestic money in exchange for dollars; 
and excess demand for dollars means excess supply of domestic 
money in the exchange market. Of course, total casli balances, 
bank credit outstanding and incomes arc assumed to be given. 

The concej)t of a ‘‘ given ” demand for dollars has several 
implications : (a) The case of a continuing credit expansion, of a 
continuous “ feeding " of demand by the creation of additional 
bank credits or other forms of money is ruled out.^ (6) When an 
excess demand for dollars is met by sales from monetary reserves 

^ The process of a continuing expansion would be represented by a con* 
tinuing shift of the demand curve for foreign exchange upward and to the right 
(and of the supply curve upward and to the left). At a fixed exchange rate the 
excess demand for foreign exchange would continually rise, and with freely 
fiexible rates the successive “ deficits ” in the market balance of payments would 
regularly be eliminated by continual increases in the price of the dollar. 
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(for the sake of maintaining exchange-rate stability) these sales 
tend to reduce domestic circulation and, thus, the would-be 
buyers’ ability to sustain the given demand for dollars. ^ We must 
understand the effective demand as that which would-be buyers 
of dollars can exercise before their buying power may be impaired 
through dollar sales out of monetary reserves, (c) When an 
excess demand for dollars is reduced through an increase in the 
price of the dollar, i.c., a depreciation of the cun*ency, the reduc¬ 
tion of dollar sales out of official reserves and the improvement in 
the foreign balance on current account may result in an increase 
in the domestic money supply and income level, and thus, in an 
increase of the demand for dollars.^ Again, the “ given ” demand 
for dollars cannot show these repercussions of the change in the 
exchange rate. 

In order to show the repercussions of changes in income, our 
working model should include, in lieu of a “ given ” demand for 
dollars, a family of demand curves with different income para¬ 
meters. As long as we try to deal with a given ” demand, we 
have to assume that the buying power which makes this demand 
effective is unchanged. This assumption, I am afraid, limits the 
use of a market model which includes only a “ given ” demand 
curve to short-period analysis. 

2. The phrase “ at the given exchange rate ” may mean any 
exchange rate whatever, but the excess demand for dollars would 
then be purely hypothetical. More often the “ given ” exchange 
rate will refer to the one actually prevailing, at least at the outset 
of the imagined process. Most often it will refer to the rate fixed 
and maintained by the monetary authorities.® 


^ The “ deflationary offects of dollar sales out of monetary reserves would 
come to an end when the income flow is reduced to such a level that current 
savings out- of received incomes are low enough to be adjusted to the reduced 
rate of “ investment (domestic investment minus the import balance), 

* The existence of a continuing dollar deficit on current atjcount at a stabilised 
dollar rate may bevconsistont (as was indicated in the preceding footnote) with 
stationary incxime equilibrium if the rate of saving has adjusted itself to the 
import balance. If, then, the depreciation reduces the dollar deficit, the domestic 
income flow must increase and, depending on the marginal propensity to import, 
the effective demand for dollars must also increase. 

® Underlying the whole market analysis is usually the notion that the size of 
the excess demand is a function of the exchange rate and that in all probability an 
exchange rate could be found at which the excess demand is zero. Nevertheless, 
there are theories denying the existence of an equilibrium exchange rate under 
o.ertain conditions and, under other conditions, asserting that th|^ equilibrium 
may be imstable. In any event, the model of the foreign-exchange market with 
given supply and demand functions serves equally those who believe and those 
who do not believe it probable that there is always an exchange rate which can 
equate the dollar amounts demanded and supplied. 
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3. The phrase “ not restricted by specially adopted or discre- 
tionary government control measures ” is the most delicate part of 
the definition; it is designed to prevent the definition from 
becoming unnecessarily narrow and to make it applicable to a 
variety of assumptions. A given demand curve for dollars 
assumes a large number of “ underlying ” conditions including the 
levels of income and buying power, the supply and demand 
conditions for all domestic and foreign products, and also the 
existence of governmental obstacles, incentives or prohibitions. 
Import tariffs, import quotas, import prohibitions, subsidies for 
home-made substitutes of foreign products, excise taxes on goods 
containing imported materials, limitations on foreign travel 
and hundreds of similar governmental measures are among the 
factors determining a country’s effective demand for dollars. To 
assume “ absence of all government intervention ” would be silly 
if the model is to aid in the analysis of reality. On the other 
hand, to assume the existence of comprehensive foreign-exchange 
controls (allocation controls) and to include in the effective demand 
for dollars only those amounts which the control authorities will 
actually authorise would bo worse, because it would define away 
the very problem we are out to solve, the excess demand for 
dollars. On what grounds, then, should we distinguish govern¬ 
mental control measures that can be assumed as given among the 
factors determining the effective demand for dollars from other 
measures that cannot be so included ? 

The answer to this question will usually be suggested by the 
setting of the problem to be solved. For example, if with a given 
set of non-discretionary control measures the problem is to analyse 
the possible effects of depreciation without a change in the 
controls, the “ given ” demand will surely be on the basis of the 
existence of the controls. An absolutely effective prohibition of 
capital exports—if such a thing can exist—may exclude the 
demand for dollars by would-be capital exporters and reduce the 
relevant demand to that by importers of foreign goods and 
services. If the problem includes a comparative evaluation of 
specific (non-discretionary) control measures, the best procedure 
might be to work with two demand curves, one including, the 
other excluding, the effects of the controls in question. If the 
problem is to find out whether existing restrictions which were 
adopted merely for the duration of an emergency can be aban¬ 
doned, these restrictions will be assumed to be absent so that one 
may see the picture of a possible market balance or imbalance 
without the use of the restrictions. If controls are of a kind that 
No. 237— ^VOL. LX. E 
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can be administered only with a discretion which in turn is affected 
by the size of the excess demand, then the ‘‘ given ” demand 
should certainly not reflect the exercise of these controls.^ 

4. The phrase ‘‘ Tiot motivated by a desire to support the exchange 
raU ” is designed to separate the sales of foreign exchange out of 
monetary reserves and out of foreign stabilisation loans from the 
sales properly regarded as the supply ” of exchange in the market 
in which the balance between supply and demand is being 
analysed. 

The “ market supply ” is by no means confined to transactions 
on income account, that is, to the proceeds from sales of exported 
goods and services (and certain donations). It includes also all 
those transactions on capital account (and all those donations) 
which are not the result of deliberate efforts to satisfy an effective, 
demand for foreign exchange that could not otherwise be satisfied 
at the given exchange rate. Long-term capital imports, that is, 
direct investment by foreigners and the i)roceeds from the sale of 
securities to foreigners, are unquestionable components of the 
market supply of foreign exchange. And there is no reason 
why the market supply should not also include the foreign 
exchange derived from official (governmental or institutional) 
loans for relief, rehabilitation, reconstruction and development. 
Of short-term capital imports, the autonomous ones, such as 
funds of foreign capitalists placed in the country (v/hose balance 
of payments is being analysed) either for safekeeping or in order 
to profit from interest differentials are also clearly eligible for 
inclusion in the market supply of foreign exchange.^ The 

^ Ardent believorB in a free economic order may iiavo a bias towards tliinkinj? 
of the effoctivo demand always as if it were as “ pure ’* aw possible, t.c., unaffected 
by restrictive government controls. Ardent believers in centralised planning, on 
the other hand, may refuse oven for theoretical analysis to abstract from foreign-' 
exchange restrictions, except in order to prove that a free market is inherently 
unstable and injurious to the national interest. The technique of analysis 
implied in the concept of the market balance dictates neither of these prejudices, 
although, as was said before, the logic of the conception of a demand function of 
determinate elasticity forbids us to include in the function the probable effects 
of discretionary restrictions (where tho exorcise of the restrictions is not restricted 
by any stated rules but only by the ad hoc rulings of the administrators). 

^ Doubtful is the inclusion of short-term capital imports of private exchange 
speculators. These might be either foreigners willing temporarily to increase 
their balances (claims) in the country, or nationals willing temporarily to reduce 
their foreign balances or to increase their foreign debts. They are motivated 
by expectations of profiting from a merely temporary weakness of tho domestic 
currency in the exchange market. In an analysis of the position of tjjie monetary 
authorities, the foreign funds made available by exchange speciilators might 
possibly be regarded as part of the market supply of foreign exchange, because 
this supply will relieve the pressure upon the monetary authorities and reduce 
the drain of official monetary reserves. From other points of view it seems 
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“ market supply ” of dollars includes all those dollars that come 
to the exchange market as effective demand for domestic money. 
In other words, these dollars are offered because the would-be 
sellers want domestic money. ^ 

Excluded from the “ market supply ” are the dollars sold out 
of the gold and foreign-exchange reserves of the monetary 
authorities, and out of foreign stabilisation loans, and the rate¬ 
pegging purchases of domestic currency by foreign monetary 
authorities and international institutions such as the International 
Monetary Fund. These are the funds which are made available 
for the purpose of meeting all or part of the deficit in the market 
balance; they are supplied in order to support the exchange rate, 
not in order to get domestic currency. 

5. Every suppl 3 ''-and-demand analj^sis has several tune asj)ect8 : 
it pictures a situation prevailing at a particular moment of time 
and expected to last for a definite or indefinite period of time; it 
deals with quantities offered or demanded per unit of time; and it 
expresses the changeability of these quantities in response to 
changes in price with a certain time interval allowed for the 
adjustment. We are concerned at this point with how long the 
situation depicted by the market curves is expected to last. This 
is a time aspect of great significance in policy decisions. If an 
excess demand for foreign exchange is expected soon to give way to 
an excess supply, the problem of the “ dollar shortage is surely 
quite different from what it would be if no change was expected in 
the foreseeable future. 

Disregarding day-to-day and even seasonal fluctuations, and 
speaking only of deficit periods long enough to constitute serious 


preferable not to include the speculators’ funds in the market supply of foreign 
exchange, especially since some of the consequences of those speculative trans¬ 
actions are very similar to those of reductions of the gold or exchange rosorvos of 
the monetary authorities. On these questions see mj-^ article on The Theory of 
Foreign Exchanges,” Economica, 1939 and 1940. espeeinlly pp. 42 ff. Keprinted 
in Headings on the Theory of 17itemotional Trade, Philadelphia, Blakiston, 1949, 
pp. 149 ff. , 

^ Many of the conunents made above regarding effective demand have 
analogous relevancy for the market supply. The offer of foreign exchange, for 
example, may be the consoquenf'o of governmental measures stimulating the 
exports of merchandise or prohibiting the holding of foreign balances (claims); 
and it may depend upon the problems at hand whether the effects of the “ inter¬ 
ventions ” should be included in or excluded from the market supply. There is 
also again the question of changes in the domestic income level affecting the 
exportability of home products and the flow from other sources of supply of foreign 
exchange. This either calls for a family of supply curves with different income 
parameters or it limits the use of a “ given ** supply curve to problems for wliich 
changes in income can be legitimately disregarded. 
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problems for monetary authorities intent upon maintaining 
exchange-rate stability, we may distinguish three kinds of cases : 

(а) The excess demand is judged to be cyclical in character, that is, 
associated with a particular phase of a national or international 
trade cycle, and hence likely to disappear in due time even without 
any special measures on the part of the governments concerned. 

(б) The excess demand is judged to be associated with structural 
or monetary factors expected to change before long in consequence 
of certain measures taken by the government or of certain develop¬ 
ments afoot in the economy, (c) The excess demand is judged to 
be associated with conditions not expected to change significantly 
in the foreseeable future. Cases (a) and (b) are those in which 
the International Monetary Fund would consider sales of dollars 
against the currency temporarily in excess supply. In case (c) the 
I.M.F. would favourably consider a depreciation of the currency 
in excess supply. 

6. There are several different policies for dealing with a 
deficit in the market balance of payments. A . The excess demand 
for dollars at the given exchange rate can be reduced or removed 
by altering the rate. The proper adjustment of the exchange 
rate is typically a depreciation of the domestic money, i.e., a higher 
price for the dollar. J3. The excess demand for dollars can be 
satisfied at the given exchange rate through sales of gold or dollars 
by the national or international monetary authorities. (7. The 
excess demand for dollars can be left unsatisfied, the short amount 
supplied being distributed amon^ would-be buyers by rationing, 
administrative allocation or similar discretionary restrictions of 
foreign-exchange transactions. Z). The excess demand for dollars 
can be reduced or removed by monetary and fiscal measures 
reducing the money circulation and income flow of the country. 
E, The excess demand for dollars can be reduced (though rarely 
removed) by restrictive commercial policy, thus reducing, through 
higher import barriers, the demand for dollars (a shift which 
ordinarily will in&ply increased domestic demand for other things 
including exportable goods, and thus tend to reduce the supply of 
dollars ^). F. The excess demand for dollars can be reduced 
(though rarely removed) by persuading other countries to a 
more liberal commercial policy, thus increasing, through reduc¬ 
ing their import barriers, the supply of dollars (a shift which 

^ This reservation need not be relevant where policy E is adopted after polioy 
C has been in use for a considerable time and the particular import demand 
that is now eliminated by new import barriers had been in any case unsatisfied 
under existing exchange controls. Polioy E then merely reduces the demand for 
imports and dollars without reducing actual imports and purchases of dollars* 
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ordinarily will imply increased domestic demand for imports and 
dollars ^). 

Policies E and F —import barriers and removal of export 
barriers—^have in common with Policy D —deflation—that they 
are attempts to remove the gap between the sui)ply and demand 
curves by shifting them until they intersect at the existing 
exchange rate. Policy A —exchange depreciation—attempts to 
close the gap by movements iilong the existing curves towards the 
point where they intersect. Policj^ B —t^xchangc stabilisation— 
attempts (by rate-pegging sales out of reserves) to fill the gap 
between the existing curves at the existing exchange rate. Policy 
C —exchange restrictions—leaves the existing curves, the existing 
rate and the existing gaj) as they are, but suspends the frf^e 
market.*'^ 

])ei)reciation as well as deflation are a})t to reduce real wages 
the former by raising prices of im])orts and possibly increasing 
exports at the expense of home consumj)tion, the latter by lower¬ 
ing money incomes in the economy. Policies A and D are un- 
])opular for these reasons, and B and C are the monetary ])olicies 
preferred by most ]K)liticians and many political economists. 
Since jK, however, dj ains the foreign reserves of the country, C — 
restrictions—are relied upon in increasing degrees. Foreign loans 
strengthen the reserves for continuing policy B, but as soon as 
foreign loans give out, policy C becomes more stringent and the 
“ dollar shortage ” is perpetuated. This policy is rationalised b}^ 
the contentions that deflation would lead to Communism, and that 
depreciation would under trade-union pressure become inflationary 
and, thus, could not eliminate the excess demand for dollars. It is 

^ Whoro policy F is adopted on top of })oUcy C’, now suj)ply of dollars 
may merely allow soiiio jawioiisly <’xisting but uiisalislK tl import demand to be 
satisfied. Tlu* qiialifieutioii eonreriung an inereaso m demand is tlion not 
relevant, 

^ The system of “ freely fluctuating c^xcliango rates ” adopts policy A as an 
automatic regulation of the market balanee of pajmieiits. Under such a system 
a dollar sliortago in the market Benue could not last oven for a ({uarter of an 
hour. Any gap between supply and demand that threatened to develop at one 
exchange rate^would mimediately be closed by the market finding a rate that 
would Kqu€‘ezc out the excess demand. Whether the rate fluiduations under such 
a system would be enormous or moderate would depend on various elasticities, 
about the size of which we know little. In all systems used in actual jiractice, 
several of the policies dealing w^ith an excess demand for exchange are used in 
combination. Of the two commercial }x>hcies, F is usually a pious hope, F — 
import barriers—an iirpious fact. Of the four monetary policies, the gold 
standard combined jxilioies B and D —stabilisation and deflation. Most of the 
systems now’^ in use {e.g.. United Kingdom) combine policies B and C —stabilisation 
and restrictions. Some systems (e.g., France) combine policies -4, B and C — 
depreciation, temporary stabilisation and restrictions. In at least one case (Italy) 
we have recently observed a combination of all four types of monetary policy. 
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true that trade-union pressure for excessive wages will lead 
either to unemplo 3 nnent or to inflation .(open or repressed), and 
that inflation (even if repressed) results in permanent dollar 
shortages unless the price of the dollar is allowed to rise con¬ 
tinually along with or ahead of wage-rates. If it is politically 
disastrous to permit large-scale unemployment and politicafly 
impossible to outlaw disequilibrating wage increases, a policy of 
continual exchange depreciation might be the only alternative to a 
policy of permanent restrictions or abolition of the market system.^ 
Needless to say, assertions about what is politically “ disastrous ’’ 
or “ impossible are matters of political opinion, the validity of 
which is difficult to judge. 

7. In contrast to the programme balance of payments, to be 
discussed presently, it makes no sense to forecast the market 
balance of payments for a future period into which the present 
market conditions can hardly continue—unless we believe that we 
know the future market conditions. The market balance of 
payments refers to a given exchange rate under given conditions 
of supply and demand. Changes in wage-rates, interest-rates, 
production costs, consumers tastes, tariffs, fiscal policy, credit 
policy, capital movements, etc., will alter the market conditions 
for foreign exchange so significantly that it is nonsense to predict 
the size of the excess demand for a time a year or two away. 
Sometimes, perhaps, one may predict that the underlying con¬ 
ditions are likely to change in the near future so as to reduce the 
gap between supply and demand of dollars that exists at the 
present exchange rate. Or one may deny that they are likely to 
change sufficiently to eliminate the gap soon. Or one may try to 
estimate, nay, guess, the size of depreciation that might suffice to 
close the gap under given conditions. But a pretence of quantita¬ 
tive precision in forecasts of the market balance of payments 
cannot be taken seriously.^ 

^ A “ temporary suspenBion ” of the market mechanism pending certain 
anticipated improvements of domestic productivity and possible foreign tariff 
reductions would in fact turn out to be permanent. The alternative policy of 
countering any excessive wage increases by continual depreciation was apparently 
what Lord Keynes regarded as most feasible. (See “ The Objective of Inter¬ 
national Price Stability,” Economic Joubnal, 1943, p. 186.) There is a good 
chance that the threat of continual depreciation will make trade unions ready 
to agree on schemes for wage stabilisation (or wage increases in measured steps). 

‘ Some of the differences between market balances and programme beJances, 
particularly the difference in predictability, can be clarified by an illustration from 
another field. The housing shortage in the market sense is sure to'Continue for a 
long time if rentals are held at the controlled levels. One may try to guess the 
increase in rentals sufficient to eliminate the excess demand under given supply 
and demand conditions. But it is impossible to forecast the amount of excess 
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II. The Programme Balance of Payments 

The second concept of a balance of payments does not offer 
as many difficulties of definition as did the first concept. The 
definition of the deficit in the dollar balance of payments in the 
programme sense (or hopes and desires sense) calls merely for 
enough flexibility to take account of differences in judgment and 
in objectives. 

A dollar deficit in a country's programme balance of payments 
may be defined an excess of dollar amounts needed or desired for 
some specified purposes {assumed to be important with reference to 
some accepted standards) over the dollar amounts expected to become 
available from regular sources. 

1. The phrase “ needed or desired " is to emphasise the contrast 
to the phrase “ effectively demanded ’’ that was used in the 
definition of the market balance of payments. The relevant 
magnitude in the programme balance is not the effective demand— 
based on the people’s ability to pay—but the ‘‘ requirements ” 
computed by experts and based on what they regard as the nation’s 
needs or desires. These needs or desires refer to the imports from 
abroad required to sustain certain levels of domestic consumption 
and capital formation. 

2. The jffirase ''for some specified purposes ” need not mean 
exact import specifications according to detailed blueprints in a 
comprehensively planned economy, but may refer to global 
figures put down as targets or forecasts in an aggregative national 
budget, or even to mere projections of import totals required to 
supplement domestic output in the achievement of certain levels 
of consumption and rates of development. Given these levels of 
consumption and rates of development, given the productive 
resources available in the country, and given a certain export 
target, the total import requirement can be deduced by addition 
and subtraction. 

3. The phrase “ with reference to some accepted standards ” 
indicates that the levels of domestic consumption and the rates of 
domestic cajtital formation are, in this context, matters of political 
judgment. Since the programme is usually submitted in justifica- 

demand for next year; although we may be certain that supply conditions will 
not have changed considerably, demand may be completely different. For 
example, another round of wage increases under full employment or a reduction 
in the income tax might easily double the excess demand; or an increase in food 
prices might cut it in half. The housing shortage in the programme sense, on the 
other hand, can well be predicted, because the amount of dwelling space which we 
regard as desirable depends chiefly on the (perliaps) predictable number of 
families—not on their disposable incomes and on the rentals they must pay. 
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tion of governmental measures or requests, the objectives must 
conform to some standards ividclj^ accepted as fair and reasonable. 
With regard to consumption goals, the maintenance of the existing 
plane of living, or the return to one attained prior to an emer¬ 
gency, will usually be considered as a fair objective; lifting the 
plane of living will most easily be accepted as a reasonable objec¬ 
tive if it can be couched in terms of public health and social 
security. With regard to capital accumulation, proper goals may 
include the reconstruction of plant worn, or torn by war or other 
catastrophies, improvement of plant capable of securing quickly an 
increase in productivity such as to make the nation self-sustaining 
at a satisfactory living standard or any kind of development work 
promising to raise consumption from notoriously sub-standard 
levels. But it will be shown later that the “ requirements,’’ in all 
actual situatidnrs, are at least as much a matter of how much foreign 
finance appears to be obtainable as they are of liow much appears 
to conform to accepted standards.” 

4. The phrase “ expected to become available from regular 
sources ” is to exclude the emergency sources. The foreign 
finance designed to fill the dollar gap is thus separated from the 
dollar amounts from more regular sources upon which the pro¬ 
gramme makers are counting when they estimate the gap that 
remains to be filled. These, in other words, are the dollar amounts 
to be received as proceeds from exports of goods and services, and 
from loans and investments by foreign capitalists if such are safely 
expected. Whether dollar loans or grants firmly promised by 
foreign governments are included among the available dollar 
amounts before calculation of the deficit or, instead, are regarded 
as parts of the financing provided to meet the ‘‘ existing ” deficit is 
a matter of taste. There seems to be an inclination to consider 
foreign loans or grants for “ special projects ” among the ordinary 
“ transactions supplying foreign exchange,” but to put “ general- 
purpose ” loans or grants down as “ compensatory official finan¬ 
cing ” sought and obtained in response to an existing deficit in the 
programme balance of payments.^ 

5. The programme balance of payments is always set up for a 
definite period of time, usually one year, sometimes two, three or 
four years. In a programme for two or more years it is customary 
to show declining deficits in successive years in order to emphasise 
the beneficial effects of the aid to be received in th^ first year. 

’ Of, International Monetary Fund, Balance of Payments Yearbook, 1938, 
1946, 1947» Washington, 1949, p. 10. On the inconsistencies involved in such 
procedures see Section III below. 
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(This definiteness contrasts strongly with the indefinite and 
probably brief time period to which a given market balance of 
payments could refer. Every slight change in market conditions, 
every act of fiscal or monetary policy, might drastically change a 
deficit in the market balance.) Since the programme is presum¬ 
ably independent of the whims of the markets it is possible to plan 
a deficit of definite size for one or more years ahead. 

6. The existing foreign-exchange rate is not as essential for the 
programme balance as it is for the market balance of payments. 
The amounts of dollars efiectively demanded and supplied will 
vary if the price of dollars changes; but the amounts of dollars 
needed or desired for certain national piii’poses may be entirely 
independent of the price of the dollar. If the dollar becomes more 
expensive in terms of domestic currency, people will not be able to 
buy, on their given incomes, so many things for which dollars are 
required. But they may still need or desire these things and this 
is what counts for the dollar deficit in the programme balance of 
payments. With regard to the programme balance, the foreign- 
exchange rate may possibly be a factor in the effective steering of 
productive resources for the attainment of the production and 
export targets set in the programme. But the more compre¬ 
hensive the price and allocation controls in the economy, the less 
relevant will be the foreign-exchange rates. 

7. It is in the assiiniyhions about the level of wcomes that the 
difference between market balance and programme balance of 
jiaymcnts becomes most strikingly apparent. An increase in 
money and real income will most likely increase a dollar deficit in 
the market balance, but decrease a dollar deficit in the programme 
balance. In the market, the dollar gap will be widened at a given 
exchange rate, because people can buy more and, thus, more 
goods will be imported and fewer goods made available for export. 
In the programme, the dollar gap wdll be narrowed, because people 
produce more and, thus, fewer goods need be imported and more 
goods may be made available for export. 

8. Six 'policies for dealing with a deficit in the market balance 
of payments were previously mentioned. Tw^o of them, exchange 
depreciation and deflation, are of little relevance for the pro¬ 
gramme balance, because relative prices are not of the essence 
in judging what the nation needs, desires or can do without. The 
other policies remain relevant. Import barriers and exchange 
restrictions are among the main instruments of implementing the 
programme : only for needed or desirable imports are dollars made 
available. Exchange stabilisation (in the sense of sales of dollars 
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out of reserves of the monetary authorities) is often a part of the 
programme of covering the deficit: the programme may seek 
foreign loans and grants for the larger portion of the deficit, but 
draw on the dollar reserves of the nation to finance the rest. In a 
sense, however, one should really not speak of policies of ** dealing ” 
with a deficit in a programme balance of payments. For this is 
not a deficit which first exists,” and then is dealt with.” 
Instead, it is a deficit which is j)rogrammed when there is a 
chance to finance it. There is no sense in drawing up a programme 
balance with a dollar deficit when there is no hope of finding the 
funds required to carry out the programme. The entire pro¬ 
gramme is built around the potentialities of finding the foreign 
finance for the deficit.^ 

9. That the dollar deficit in the programme balance of pay-, 
ments is conditioned by the financing potentialities explains our 
previous remark that the so called standards ” underlying the 
nation’s requirements are not only flexible but, perhaps, even 
secondary to the appraisal of the financing potentialities. No 
matter how fair and reasonable are the standards on the basis of 
which a country would “ need ” large amounts of dollars, any 
programme balance showing a deficit too large to be financed 
would quickly be revised. Thus, a realistic appraisal of how 
much foreign finance might possibly be obtainable (from other 
than regular ” sources) will be the chief determinant of the 
deficit. This would make the dollar shortage (in the programme 
sense) merely a function of the financing potentialities. In actual 
fact, of course, the strength of the case, resting on the validity of 
the standards, might influence the willingness of other nations to 
finance a larger deficit and, besides, matters are even more com¬ 
plicated than that because the authorities in most countries 
constantly confuse in their thinking the programme balance of 
payments with the market balance. It is chiefly the programme 
balance bj^ which the economic benefits of a foreign loan can be 
judged. A loan to finance a persistent deficit in the market 
balance would be beneficial only if something could be gained by 
postponing the correction of a fundamental maladjustment of the 
exchange rate. 

5 The staff of the International Monetary Fund recognises the planned 
character of most of the dollar deficits and considers it erroneous to assume “ that 
in some way a deficit develops and financing must then be founij for it. . . . 
Unless it is financed, the deficit cannot come into being.” Again, “ the monetary 
authorities engage in compensatory financing of a deficit upon which they have 
deliberately decided.” International Monetary Fund, Balance of Payments 
Yearbook, J938, 1946, 1947. Washington, 1949, p. 23. 
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10. Apart from its use in foreign diplomacy and domestic 
politics the programme balance of pajrments is a foremst of 
future developments, 'the forecasting involved in the programme 
balance makes sense even for periods for which forecasting of a 
market balance would make no sense. This does not mean that 
the forecasting will usually be proved correct by the actual 
developments. Where a nation allows some degree of economic 
freedom and permits free enterprise to perform some of the inter¬ 
national transactions, it may find that some things do not go 
according to plan, that not all targets are reached, and that the 
programme must be revised in several respects. Yet, even if the 
forecasts eventually turn out to be wTong, they often make sense 
at the time they are made. 

As in all forecasting and programming, past experience plays a 
dominant role in the computation of a programme balance of 
payments. The figures of past imports and exports are the chief 
material used by the programme makers, and projections of these 
figures into the future, with certain revisions up or down, are their 
most common method. There seems to be a tendency on the part 
of forecasters to underestimate the pliability of the trade balance 
in free market economies.^ This is probably so because many 
economists underestimate the price elasticities and income 
elasticities which determine the flows of goods and services in free 
economies. Another reason may be that they take import figures 
as an expression not of eifective demand but rather of the needs 
of the nations, and are loathe to programme a significant reduction 
in imports that would hurt. In any case, while past trade balances 
are of little relevance in sizing up the market balance of pay- 

^ In the forty-eight years from 1867 to 1914 Franco had import surplusos in 
forty-four years, and export surpluses only in the four years (1872-75) during 
which she paid war tributes to Germany. Despite this example of the pliability 
of the trade balance, John Maynard Keynes in the discussion of the German trans¬ 
fer problem regarded the trade figures as “ sticky.” When ho wrote his famous 
article on ” The German Transfer Problem ” (Economic Joitknal, 1929) he had 
only the 1927 trade statistics available. It showed a German import surplus 
of KM 2,847 million. In 1928 the import surplus was only RM 1,229 million, 
by 1929 the balance had changed into an export surplus of KM 36 million, and in 
1930 and 1931 the export surplus reacheil RM 1,642 million and RM 2,872 million, 
respectively. In the years before 1930 the changes were chiefly increases of 
exports with merely small decreases of imports; during the later years, after the 
onset of the world depression, the imports fell most drastically. The 1927 
imports had been KM 13,801 million, the 1932 imports were RM 4,666 million. It 
may be said that these drastic changes in the trade balances had undesirable 
consequences. True enough. But this means merely that quick change may 
hurt, not that it is difficult to achieve; and that a forecast of a deficit based on 
past trade figures is in the nature of a programme, not a market balance, with the 
purpose of avoiding ” undesirable ” consequences. 



60 THE ECONOMIC JOURNAL ' [MARCH 

ments, they are important in shaping the programme balance of 
payments. 

The ex ante character of the programme balance of payments 
is self-evident, but to the extent to which hopes are fulfilled and 
targets attained, the ex post record of international transactions 
may tally with the programme. 


III. The Accounting Balance of Payments 

The tliird concept of the balance of payments, the statistical 
record of a country’s international transactions in the form of a 
fully balancing accounting statement, ofiFers difficulties of defini¬ 
tion only when it comes to define a deficit or surjfius. If for all 
one-sided international transactions the accountants make off¬ 
setting entries on “ donations ” account, the only possible differ¬ 
ence between the totals of credits and debits can be “ errors and 
omissions,” reflecting statistical deficiencies, not economic pheno¬ 
mena. Although everybody agrees that the accounting balance of 
payments necessarily balances,” many choose to present it as 
showing a surplus or deficit in some meaningful sense. ^ 

Thus, a dollar deficit in a country's accounting balance of pay- 
ments may be defined as an excess of dollar amounts entered on the 
debit side of certain accounts in the annual record of its international 
transactions over the dollar amounts entered on the credit side of the 
same accounts^ the accounts being selected from the full, necessarily 
balancing statement in order to throw light upon problems connected 
with market or programme balances of payments, 

1. The phrase “ certain accounts ” serves as recognition of the 
fact that a complete statement of all accounts cannot possibly 
show a credit or debit balance, while certain accounts ” can. 
If these accounts, taken together, show a credit balance, the 
remaining accounts, taken together, must show a debit balance, 
and vice versa. 

2. The phrase ‘‘ debit side ” stands here also for various other 
captions alternatively used in statements of international trans¬ 
actions, such as ‘‘ payments,” “ imports,” “ passive ” and ” in¬ 
crease in gold or foreign assets ” or “ decrease in foreign debts,” 

^ Cf. International Monetary Fund, Balance of Payments Yearbook 1938, 1946, 
1947 : The balance of payments of a country necessarily balances. It is 

a system of double-entry bookkeeping under which total credits eqi^l total 
debits. There can be no surplus or deficit in the balance of payments as a w’hol© 
(p. 4). Nevertheless, the Fund’s staff has endeavored to develop a concept of 
balance of payments surplus or deficit that would facilitate consideration of the 
problems of the Fimd ” (p. 5). 
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the latter two captions referring to gold and capital movements 
(provided such items are among the selected ones). 

3. The phrase “ interimtional transactions ” does not mean that 
every single transaction with foreigners is separately entered in the 
record; net changes in gold holdings and in foreign assets and 
debts can adequately reflect the net results of all individual 
transactions on gold and capital accounts. 

4. The phrase “ credit side ” stands here also for various other 
captions alternatively used, such as “ receipts,” exports,” 
” active ” and “ decrease in gold or foreign assets ” or “ increase 
in foreign debt.” 

5. The phrase accounts selected ” is intended to reflect the 
fact that the ideas as to what is a significant selection have varied 
most widely. For a long time \^Titers stressed only merchandise 
accounts, and up to this day many concentrate their attention on 
current accounts (income accounts).^ Official donations are some¬ 
times excluded, so that transactions on current account consist 
of goods, services and private donations. Others have felt that 
long-term capital movements (or at least private long-term 
capital movements) should be included among the accounts 
showing the significant balance. ^ This would leave movements 
of monetary gold and short-term capital (and perhaps official 
long-term capital movements) as the items offsetting or financing 
the surplus or deficit. There are several more possible combina¬ 
tions of accounts, separating private and official short-term capital 
movements, or using other sorts of breakdowns. A “ new 
approach,” ^ recently developed by the International Monetary 
Fund in its search for a “ working concept of surplus or deficit in 
the balance of payments,” ^ will be discussed presently. 

6. The phrase “ in order to throw light ” indicates the purj)Ose, 
but not necessarily the result of selecting certain items of the 
accounting balance of payments to show a credit or debit balance. 
The light thrown by the balance of chosen items is more often 
deceptive than helpful, particularly in the analysis of the market 
balance of payments. Even the most careful selection of items 
in an accounting statement cannot indicate whether the particular 

^ Cf. Report of the EC A Mission to the United Kingdom, London, 1948, p. 3, 
where the proposition that “ tho period from 1930 to 1938 showed a deficit in 
the balance of payments running at the rate of £27 million per year ” refers to the 
“ trade ** balance plus “ net invisibles.” 

• Cf. International Monetary Fimd, Balance of Payments Yearbook 1938, 
1940, 1947, p. 5, illustrating “ the necessity of including private capital move¬ 
ments if the impact of the balance of paynments on tho exchange problem is to bo 
assessed.” 

® Yearbook, p. 24. 


* Yearbook, p. 5. 
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transactions were “ axxtonomous ” or “ induced,’’ which is the 
significant thing in market analysis.^ 

7. On first thought it may appear that no difficult time problems 
are involved in the concept of a deficit in the accounting balance of 
payments, with all accounts recording ex p>ost the transactions that 
have actually occurred during the year. Unfortunately, this is 
not so if the accounting balance is supposed to explain the situa¬ 
tion in the foreign-exchange market. There may be, within a 
year, several changes, back and forth, from excess demand to 
excess supply of foreign exchange, that is, a succession of deficits 
and surpluses in the market balance of payments. But apart from 
tliis, the trade statistics of one year may contain imports or exports 
prepaid in the previous year or payable in the next year, in 
amounts not cancelling each other, so that the offsetting short¬ 
term capital movements would not reflect any “ balance of pay¬ 
ments pressures ” in the foreign-exchange markets. Many other 
kinds of peculiar timing constellations may make the accounting 
balance absolutely irrelevant for any market balance over the 
year. 

8. The accounting balance of pajments tells nothing about the 
relationship heit^eenforeign-exchamje rates and the market balance 
of payments. 2 Aggregative elasticity studies are absolutely 
unreliable. 

9. The impossibility of using an accounting balance of pay¬ 
ments as an indication of the market balance of payments can 
perhaps be better understood by imagining cases of perfect 
balance in the accounting balance, no matter how the accounts are 
selected. (E.g,, assume a perfect balance of trade, a perfect 
balance of invisibles and no net movements of monetary gold or 

^ In an analysis of the foreign-exchange market it is essential to distinguish, 
for example, between imports which give rise to additional demand for foreign 
exchange, and imports which are induced by additional supply of foreign ex¬ 
change. The accounting balance of payments, regardless of the way the accounts 
fwe selected, cannot say^ any tiling about such problems. All imports are con¬ 
sidered as representing a demand for foreign exchange. 

• Where the exchange rates were kept stable over the years, it is, of course, 
not possible to learn from actual import figures anything about the exchange- 
rate elasticities of demand for imports. Where exchange rates changed during a 
year, the accounting balance of payments for the whole year cannot possibly show 
the effects of the rate changes. But even if we ever had a clean comparison 
between two periods (without overlapping anticipations or commitments), with 
two different exchange rates, we still could not derive the relevant elasticities, 
because autonomous capital movements and domestic income levels in^/he two 
periods may have been very different. For example, while one naturally supposes 
that a higher price of the dollar would reduce imports into a country, a foreign 
loan granted to it at the time of the depreciation might enable it to import more 
rather than less. 
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capital,) We still could not see from the accounting balance 
whether the equality of annual exports and imports was achieved : 
(a) by a stable market balance wdth supply and demand unchanged 
during the year, (A) by a flexible adjustment of exchange rates to 
changing supply and demand conditions, (c) by a flexible adjust¬ 
ment of domestic-income levels by means of fiscal and monetary 
policies compensating any autonomous influences upon supply and 
demand for foreign exchange maintained at a stable rate (or by an 
orthodox gold-standard policy, which, conceivably, might do the 
same thing), (d) by a flexible adjustment of tariffs, subsidies and 
prohibitions compensating any other influences upon supply and 
demand for foreign exchange maintained at a stable rate, or 
(e) by suspending the free market, reejuisitioning all foreign 
exchange from exj)orters and rationing it among favoured 
importers. These are surely very different situations in the 
foreign-excliange market. Only the first of the liA^e cases of 
perfect accounting balances may be described as one of a perfect 
market balance. 

10. The thought of using an accounting balance of payments as 
indication or (‘xj)lanation of difficulties with the market balance of 
payments is too tempting to be given up lightly. The staff of the 
International Monetary Fund worked hard to solve this problem. 
In 1948, they reported pr(;gress ^ and, in 1949, success.^ They 
admitted that the new concept that they had developed was still 
in the experimental stage," and “ will undoubtedly be modified ” 
in the process of application. But they considered it “to have 
reached a sufficiently well-defined stage to assist in analysing 
problems of international exchange.'’ ® 

The new concc]>f, called Compensatory Official Financing, is pro- 

' It is of great iioportaiice for the Fund to know the fiyumcial presfiures on 
the monetary authorities resulting from international transact ions and how they 
are met. In the projiaration of the Manual serious consideration was given to the 
possibility of setting up a final item . . . that would have been entitled ‘ Official 
operations to finance a deficit or surplus in the balance of payinonfs.’ The 
deficit or surplus would, by definition, have rej)resentod tlie balance of all trans¬ 
actions other thaVi these official operations, and the official operations themselves 
would have represented the response of the jnonetary authorities to the pressures 
arising from the balance of payments. It was decided, however, not to sot up an 
item of this character, because of the difficulty of determining without analysis 
in each particular case how certain transactions should bo classified.” Inter¬ 
national Monetary Fund, Balance of PaymerUs Manual^ Washington, 1948, p. 8. 
(Italics are mine.) 

* “ The staff has developed a concept of compensatory official financing . . 

a “ concept that would facilitate consideration of the problems of the Fund.” 
International Monetary Fund, Balance of Payments Yearbook 1938, 1946, 1947, 
Washington, 1949, pp. 4~ri. 

* Yearbook, p. 5. 
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visionally defined as “ the financing undertaken by the monetary 
authorities to provide exchange to cover a surplus or deficit in the 
rest of the balance of payments.” ^ It can be said of every single 
item, or group of items, that it covers a surplus or deficit in the 
rest of the balance of payments; this is in the nature of any 
accounting statement. Hence, what this definition apparently 
tries to single out is those operations which have the sole or 
primary purpose of providing foreign exchange in response to a 
situation that has arisen in the foreign-exchange market. The 
main criteria, therefore, are the purpose or motive of the operations 
and the stimuli to which they are supposed to respond. In the 
analysis of any particular financing operation, the analyst’s 
decision on its purpose should depend on whether the operation 
would have been undertaken also “ for its own sake,” that is, 
even if there had been no excess demand for foreign exchange.- 
And the decision on the stimulus should depend on whether with¬ 
out the financing operation the “ balance-of-payments pressures ” 
would have resulted in some serious events in the foreign-exchange 
market, such as depreciation, additional restriction measures, 
default on governmental obligations or the like. 

In applying the new concept to their statements on the 
‘‘ Financing of International Transactions,” the staff of the Fund 
met with perplexing paradoxes. That they included foreign- 
exchange transactions of private commercial banks of all countries 
except the United States under the heading of compensatory 
official financing was probably good judgment, inasmuch as most 
of these banks are merely the lengthened arms of the resi)ective 
monetary authorities. But the judgment concerning many inter¬ 
governmental loans and grants was so poor, I am afraid, as to 
deprive the new concept of most of its meaning. 

U.N.R.R.A. aid, for example, was entered as compensatory 
financing for the recipient countries, because “ it was directed to 
needy countries that could not make international paj^ment for it 
out of their own resources.” ® That the recipient countries could 
not have paid for the U.N.R.R.A. supplies is certainly correct, 
but irrelevant for the question, because the supplies would not 
have been bought and, hence, would not have had to be paid for. 

^ Yearhooky p. 5. 

• “ There is a wide range of financing ... in which it is a matter of inter¬ 
pretation whether or not the operations have been compensatory; the decision in 
these instances rests upon whether the financing was in response tfe general 
balance-of-payments pressures or whether it was for a particular project or other 
special purpose that would have been financed anyway for its own sake.’* Year¬ 
book, p. 10. 

• Yearbook,-p. \l- 
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The goods were supplied without charge, not because the countries 
had an excess demand for foreign exchange, but because they had 
an unsatisfied need for food and other necessary materials; not 
because there was an excess supply of local currency in the dollar 
market, but because people were hungry and tlie production lines 
were disrupted. If in any of the recipient countries the price of 
the dollar had been so high, or the holdings of domestic money 
had been so low, that people could not afford to demand dollars, 
that is, if there had not been any '' pressures ’’ on the market 
balance of payments, this surely would not hav^e disqualified 
such a country from receiving U.N.R.R.A. aid. The grants, 
therefore, cannot be called compensatory of any pressures in the 
exchange markets. 

The vsame inconsistent application of the now concept was 
made in the case of E.R.P. loans and grants. Although it was 
recognised by the staff analysts that ‘‘ project loans are not 
“ compensatory official financing ” but “ special official financing,’’ ^ 
E.R.P. aid, loans as well as grants, were put down as compensa¬ 
tory.” The failure to observe the criteria adopted for the new 
conce])t can bo appreciiated by asking what were the principles of 
allocating the E.R.P. funds among the recipient countries. The 
comparative ])rossures in the foreign-exchange markets ? the 
comparative excess demands for dollars ? the comparative need of 
exchange-rate adjustments ? the comparative rigour of exchange 
controls i None of all these. Not the pressures in the foreign- 
exchange markets, but the potentials for improvement in the 
productive use of domestic resources were fundamental guides in 
the allocation of loans and grants under the E.R.P. programme.^ 

11. We can now diagnose a part of the confusion in the applica¬ 
tion of the new concept. The balance-of-payments pressures 
which Compensatory Official Financing is supposed to relieve are, 
in one place, taken to refer to the market balance and, in another 
place, to the programme balance of payments. E.R.P. loans or 
grants are surely compensatory of deficits in the programme 
balances of the recipient countries, even if they are not com¬ 
pensatory of deficits in their market balances of payments. 

^ “ The development of the project, rather than the development of balance- 
of-payments deficits, governs disbursements \mdcr the fproject] loan. A project 
loan may in fact be extended to a country that is enjoying a balance of pajnnents 
surplus.” Yearbook, p. 12. 

* A critic of this statement has said that the E.R.P. dollars will always relieve 
the pressures in the foreign exchange market and cover part of an existing dollar 
deficit in the market balance. Even this need not be true. The E.R.P. funds 
may be used for purposes for which there was no effective demand before the 
E.R.P. aid was granted. 

No. 237 —VOL. LX. F 



66 


THE ECONOMIC JOUBNAL 


[MABCH 


But there can be no doubt that problems of the market balance 
were originally what the designers of the new concept had in mind; 
they specifically mentioned the “ use of the Fund’s resources, 
exchange-rate adjustments and exchange controls ” as the prob¬ 
lems the consideration of which was to be facilitated by the new 
concept.^ 

Some of the inconsistencies in the application of the stream¬ 
lined accounting balance of payments obviously bothered the 
staff writers of the Fund. This is apparent from the discussion of 
the differences between balance-of-payments deficits in free 
exchange markets and in controlled exchange markets. The 
argument runs as follows : Where the “ exchange markets are 
free and the authorities undertake to maintain a stable rate of 
exchange,” this undertaking ''forces ” the authorities to finance 
any deficit that should arise. But where the exchange markets 
are controlled, so that the authorities supply only as much 
exchange as they wish or are able to afford, they engage in 
comi)ensatory financing of a deficit upon which they have 
deliberately decided.” Hence, this “ planned deficit is different 
from the unplanned deficit of the free exchange market.” But— 
although the staff writers had stated before that a deficit in the 
balance of payments can exist only if and in so far as it financed — 
they nevertheless conclude that “ in either case,” that is, with 
unplanned or planned deficits, the amotint of compensatory 
financing is the measure of the extent to which the existing 
balance of payments has forced the authorities to take financial 
action.” ^ 

At the bottom of these manifest contradictions lies a neat piece 
of circular reasoning. Originally the idea of the staff was to call 
compensatory that amount of financing that was designed to 
provide exchange to cover a balance-of-payments deficit. Now 
they have ended up with measuring the balance-of-payments 
deficit by the amoilnt of financing that they choose to call com¬ 
pensatory. This noble accounting balance is not even a distant 
relation of the market balance of payments. As a matter of fact, 
the deficit in the market sense, the excess demand for dollars, was 
defined away when the staff of the Fund assumed that ‘‘ a country 
exercising an effective exchange control,” by cutting down its 
outpayments to whatever it finds to be the level of its inter¬ 
national receipts,” can eliminate the deficits ® A dollar 
deficit,” in the sense of this peculiar way of reasoning, is then the 

^ Yearbook, p. 6. * Yearbook, p. 23. (All italics are mine.) 

® Yearbook, p. 23. (Italics are mine.) 
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amount of dollars made available by monetary authorities—even 
if the excess demand is much greater—and the amount of dollars 
made available by foreign governments for general purposes— 
even if the effective excess demand for dollars in the exchange 
market is larger, smaller, nil or negative. ^ This arbitrary account¬ 
ing balance measures nothing but itself. 


IV. Conclusions 

Deficits in the market balance, programme balance and 
accounting balance of payments mean very different things. A 
persistent deficit in the market balance of pa3micnts—an excessive 
amount of domestic money wanting to be exchanged into foreign 
money—indicates that the nation’s monetar}^ fiscal and wage 
policies (and the resulting money incomes and product prices) 
are incompatible with the foreign-exchange rates. A persistent 
deficit in the programme balance of paj-ments—^repeated plans to 
liquidate foreign assets, to attract foreign investors, to contract 
foreign debts and to negotiate foreign grants—indicates that 
programme makers believe foreign funds could be obtained and 
would materially contribute to the reciifient nation’s development, 
improvement of plant, productivity of resources and plane of 
living. A persistent deficit in the accounting balance of payments, 
with one of the customary selections of accounts, indicates that the 
nation in the past has been able to live i)art]y on its foreign assets 
and/or to secure foreign loans or grants. 

There is no necessarj^ relationship between these deficits. A 
country with a deficit in its programme balance of payments may 
have a surplus in its market balance of pajmients. This could be 
the case if the country avoided monetary expansion and over¬ 
valuation of its currency, but convinced foreign capitalists or 
governments that investments, loans or grants would be of mutual 
benefit. A country with a deficit in the market balance of pay¬ 
ments could have a surplus in its programme balance if its currency 

^ The actual state of the foreign-exchange market can be judged by ment al 
experiment; by postulating the removal of all allocation and rationing controls 
and asking what amoimts of dollars would have to be sold or bought by the 
monetary authorities in order to stabilise the exchange rate, and what would 
happen to the exchange rate in a free market if no dollars were added to or 
sold out of official reserves. In some European countries the price of the dollar 
would surely have declined in a free exchange market if the dollars available from 
ERP aid had been offered for sale. This certainly does not mean that these 
coimtries do not need the aid. On the basis of the potential benefits to their 
economies, their need for this dollar aid—i.e., the deficit in their programme 
balance of payments—^may be more urgent than in the case of coimtrit's with large 
excess demand for dollars. 
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were overvalued (perhaps after most of the other countries 
depreciated their currencies) while the high level of its potential 
rate of income and saving made it adrantageous to invest abroad. 
A country with a deficit in its accounting balance of payments may 
have even had at the same time a surplus in its market balance if 
the receipt of the foreign funds had not been preceded by domestic 
expansion of income and, thus, foreign exchange, with no addi- 
tional demand for it, had to be sold at depressed prices. 

Under these circumstances, much of the current talk about the 
dollar shortage makes little sense. A country may have a large 
effective demand for dollars—^if the supply of domestic money is 
relatively large and the price of the dollar relatively low. This 
does not indicate the urgency of the need for any dollar aid sought 
to increase the productivity of the nation’s resources and to 
improve its plane of living. And neither the urgent need nor the 
effective demand for dollars is indicated by accounting records 
reflecting past financing operations. 

In the evaluation of the benefits of a loan to a nation suffer¬ 
ing from a dollar shortage,” its programme balance of payments 
will bo of major significance. I^or it will indicate what the nation 
intends to achieve with the aid requested, the consumption levels 
and the plant improvements that it visualises. The current 
market balance of payments of such a nation is not so significant 
in this respect. For if the market deficits are jjersistent, loans 
will only postpone the necessary adjustments of relative prices and 
exchange rates. It is for the evaluation of the usefulness of such 
adjustments that the deficit in the market balance of payments is 
most relevant. The connection between the two kinds of dollar 
shortages is chiefly political. It may be that the improvements in 
the nation’s economy which are to result from the financing of the 
programme deficit may give its government the political security 
it needs for carrying out the price and rate adjustments necessarily 
involved in the elimination of the deficit in the market balance of 
payments. 

In discussions of the equivocal ‘‘ dollar shortage ” we should 
insist on full identification of the concept employed. We may 
then discover that many of the existing differences of opinion— 
in the diagnosis of as well as in the therapy for concrete cases— 
can be easily resolved, and the rest can be reduced to questions of 
unknown facts or of irreconcilable political philosophy. ^ 

F. Machlxjp 

The Johns Hophins University, 

Baltimore, Md,, U.S.A. 



RISK AND THE COBWEB THEOREM 

The regularly recurring cycles in the production and prices of 
commodities whose productive process occupies a definite period of 
time have been studied statistically and theoretically for many 
years. Their historical existence has been proved by numerous 
price studies. Their theoretical interpretation had received only 
scanty attention in the English language, however, until Mordecai 
Ezekiel in an article entitled The Cobweb Theorem ’’ ^ composed 
a concise restatement of the work of several economists who had 
published their work in German.- He drew attention to the 
importance of their conclusions to the whole fabric of equilibrium 
economics :— 

“ Classical economic theory rests upon the assumption that 
price and production, if disturbed from their equilibrium, tend 
to gravitate backward to that normal. The cobweb theory 
demonstrates tiiat even under static (italics mine) conditions, 
this result will not necessarily follow. On the contrary, 
prices and production of some commodities might tend to 
fluctuate indefinitely, or even to diverge further and further 
from equilibrium.’’ ^ 

It is the purpose of this article to refute these conclusions. It 
will be maintained that they are reached only because an essenti¬ 
ally dynamic problem has been analysed with static instruments. 
The cobweb theorists have failed to take account of the inherent 
equilibrating force which tends to counteract either “ continuous ” 
or divergent ” fluctuations. This equilibrating force is derived 
from risk and its counterpart speculation. 

^ Mordecai Ezekiel, ** The Cobweb Theorem/’ Quarterly Journal of Economics, 
February 1938, *pp. 255-80; -reprinted in Readings in Business Cycle Theory, 
Blakiston 1944, pp. 422-42. 

* Henry Schultz, Der Sinn der Statistischen Nachfragen, Heft 10, Veroffent- 
lichungon der Frankfurter Gesellfjchaft fur Konjimkturforshung, Kurt Schroeder 
Verlag, Bonn 1930. 

J. Tinbergen, “ Bestimmung und Deutimg von Angebotskurven, Ein Beispiel,” 
Zeitschrift fur Nationalokonomie, Wien, Band 1, Hoft 5, 1930, p. 671. 

Umberto Ricci, “ Die ‘ Synthetische Okonomie ’ von Henry Ludwoll Moore,” 
Zeitschrift fur Nationalokonomie, Wien, Band 1, Heft 5, 1930, p. 656. 

Wassily Leontief, “Verzogerte Angebotsanpassung und Partiellos Gleich- 
gewioht,” Zeitschrift fur Nationaldkonomie, 1934. 

• Ezekiel, op. cit., p. 441. 
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The Influence of Bisk on the Supply Schedule 

A static analysis of the reaction of producers to price in a 
ceteris paribus situation in which pure competition prevails is 
normally demonstrated graphically by a single supply schedule. 
This supply schedule is usually drawn under the assumption that 
different points on it represent the amounts that will be produced 
and supplied if the producer expects the price to be at the level 
indicated when it is time to market his product. 

Whenever production occupies a period of time, a producer 
must always take some risk of the price falling below his expecta- 
tions. This risk must be considered as a cost just as any other cost 
of production. The only difference is that it is a cost which varies 
in large part with the amplitude of previous fluctuations in the 
price of the commodity. Other factors external to the industry 
may contribute to uncertainty and risk, but we may assume these 
to be constant in our particular analysis. 

If the estimate of the cost of risk is set by the immediately 
preceding time series of price fluctuations, then it is evident that 
there is not one but a series of supply schedules each reflecting the 
risk cost of a different time series of fluctuations. Only one of 
these is appropriate for a particular period, but it is important to 
realise when anatysing a problem of producers' response to price 
changes in successive periods, that different supply schedules will 
be appropriate for each period. Each successive period will be 
preceded by a time scries of price/quantity fluctuations different 
from the immediately i)receding period. Since the immediately, 
preceding periods in any time series of this type are the most 
important, the movement of a supply schedule in response to a 
new interpretation of risks is a matter of some consequence, 
particularly when the pattern of fluctuations is changing. 

It is useful to think of there being one basic supply schedule, 
a riskless supply schedule from which degrees of risk can be 
measured. We may quite realistically draw such a schedule under 
the assumption that the price of the commodity is guaranteed by a 
Government commodity agency. If a price is guaranteed, the 
cost of the marketing risk is zero and the supply schedule, at least 
in its upper reaches, would lie to the right of any supply schedule 
to which the cost of risk had been added. To the left of this 
schedule lie a series of schedules drawn under different as^mptions 
of the risk involved in producing various quantities of the 
commodity in question. 

It must also be recognised that there is a different series of 
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supply schedules rising from the same riskless schedule depending 
on the level of the long-term equilibrium price around which the 
fluctuations had been taking place. It is reasonable to assume for 
example, that, other things being equal, more wheat would be 
produced at $2.00 per bushel if the weighted average price for tlie 
preceding ten years had been $3.00 and the price had fluctuated 
regularly between $2.00 and $4.00, than would be produced if the 
weighted average price were $1.50 with regular fluctuations 
between $1.00 and $2.00—even though the price in both cases w^as 
expected to remain at $2.00. 



Fig. 1 

The su])ply schedules may be plotted as shown in Fig. 1. Sg 
is the riskless supply schedule which shows the amounts of com¬ 
modity X that would be supplied per period if the price w^ere 
guaranteed. Sr indicates a position of the supply schedule if 
the weighted average price over a representative period had been 
p and the average fluctuations had been, let us say, p + 20% to 
p — 20%. Sr^ and the rest of the Sr series (not plotted) show’ the 
appropriate supply schedules on the assumptions of the same 
weighted average price but of different amplitudes of price fluctua¬ 
tions. If the weighted average price over a representati\ e period 
had been p^ instead of p, a different series of supply schedules, 
would be appropriate. Sr^, for exam])le, might represent the 
appropriate supply schedule if the average amplitude of fluctua¬ 
tions had been + 20% to p^ — 20%. 

The Sr schedules are always less elastic than the guaranteed 
schedule, their elasticity decreasing as risk increases. Other 
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things being equal, they are likely to become extremely inelastic 
at very high prices which are well beyond the average fluctuations. 
At these prices the producer, even though he may not have reason 
to expect a lower price, nevertheless recognises that the risk of a 
lower price is increased. Extra ca])ital expenditures which could 
be justified if the higher price were guaranteed or regarded as 
reasonably stable might be curtailed. 

At relatively low prices the Sr schedule would tend to become 
colinear with the 8g schedule unless a certain amount of speculative 
production were undertaken at low prices. If this were so the Sr 
schedule might cut the Sg schedule and become inelastic at very 
low prices which are beyond the range of average fluctuations. 

The Influence Sj^eculation on the Demand Schedule 

The influence of risk on the demand schedule must be treated in 
a somewhat different manner. It is the regulating force which, 
in a period of fluctuating prices, decides the extent to which 
investors are willing to accumulate or sell stocks of the com¬ 
modity in question in order to make a speculative profit or prevent 
a loss. This speculation, of course, depends on the storability of 
the commodity. If there is no possibility of a price change, i.c., 
if a commodity agency guarantees a definite price, then there is no 
possibility of making a speculative profit. A non-speculative 
demand schedule such as l)g in Fig. 2 shows the amounts that 
would be demanded per period at different prices for current 
consumption or non-speculative storage by purchasers who are 
assured that they will be able to acquire as much of commodity x 
as they may wish in the future at the price that prevails in the 
current period. 

If the price is not guaranteed and if the commodity is storable, 
the ajipropriate demand schedule will not be Dg^ but some other 
schedule which, in "general, lies to the right of Dg below the normal 
price, to the left of Dg above the normal price and is more elastic 
throughout its length. This excess demand at low prices repre¬ 
sents the demand for speculative storage, while the restricted 
demand at high prices represents the unloading of speculative 
stocks. 

These speculative-demand schedules depend on the expecta¬ 
tions of future prices which tend to be strongly influenced by 
previous prices and trends. As in the case of the Sr schedules, 
there will be a family of speculative demand schedules for each 
long-term price as shown by the weighted average price for a 
representative preceding period. Within each family there will be 
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an infinite series of demand schedules each representing a different 
historical time series of price/quantity fluctuations, and each 
tempered by a unique forecast of future trends. 

Only one of these schedules is appropriate for a particular 
period, but in analysing a. problem of speculators’ response to 
price changes in successive j^eriods it is important to realise that 
different demand schedules will be appropriate for each i)eriod. 
This is so even though we may assume that factors affecting 
expectations which are external to the industry are constant, 
because speculators are influenced to a great extent by the time 



series of price fluctuations and as each succeeding period will be 
preceded by a time series different from the immediately preceding 
period (by the addition of the previous periods fluctuations), the 
speculative schedules will shift. As in the case of the supply 
schedule, and in particular when the pattern of fluctuations is 
changing, the immediately preceding periods of an}^ time series of 
this type are the most important. 

In Fig. 2 Dg represents the non-speculative-demand schedule 
which corresponds to the riskless supply schedule in Fig. 1. Ds 
represents the speculative-demand schedule for one time series of 
price/quantity fluctuations around the normal price p, and is thus 
representative of a series. If the normal price is pj there will be 
another series each of whose member schedules will reflect a 
different historical price/quantity time series tempered by future 
expectations. 
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Statics and Time 

Static equilibrium theory in its most simplified form states 
that if the supply and demand schedules for a certain commodity 
are given and assumed not to shift, then the normal or “ long¬ 
term price which will equate supply and demand will be deter¬ 
mined by the intersection of these schedules. If there were any 
accidental movement away from tlu^ ])oint of equilibrium, market 
forces would instantly restore it. 

The question at once arises : what are the assumptions (besides 
the usual ceteris paribus assumptions) under which these static 
schedules are drawn ? The answer in the case of pure statics is 
that the schedules are non-speculative and riskless, for if we assume 
instantaneous adjustments, risk presumably disappears as does 
the possibility for speculation. Thus, as long as instantaneous 
adjustments can be made, i.e., as long as production does not 
occupy a definite interval of time, the intersection of the schedules 
we have tagged Dg and Sg will represent the position of normal 
equilibrium. 

When the production period does occupy a definite period of 
time, the normal equilibrium is still determined by the intersection 
of the riskless and non-speculative schedules and may be con¬ 
sidered independent of the path by which it is reached. However, 
the path is not independent of its preceding parts. The path 
toward equilibrium or about a point of equilibrium cannot be 
shown by “ carrying successive production, price, and production 
readjustments back and forth ^ between either the riskless and 
non-speculative schedules or between a single pair of schedules 
which refiect a unique risk and speculative situation. Yet this 
is what cobweb theorists do. 

Restatement of the Cobweb Theorem 

The simjde cobweb theorem is usually described under the 
following assumptions :— 

1. The demand and supply schedules are assumed not to move. 
(We may add the further interim assumption that the schedules 
concerned are rivskless and non-speculative schedules though it is 
inconsistent to speak of movement along such schedules; i.6., 
only one point on each schedule is valid for a given succession of 
time periods.) 

2. The time needed for production to respond to a price change 
is at least one period. 


* Ezekiel, qp, cit,, p, 423. 
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3. Price in any period is set by the supply currently available. 

4. Production is completely determined by producers' response 
to price under conditions of pure competition. 

5. Finally, we must assume that by some misadventure either 
a larger or a smaller quantity than the normal equilibrium 
quantity is available in the initial period. 

In Figs. 3, 4 and 5 pairs of intersecting demand and supply 
schedules are plotted. In Fig. 3 the demand and supply schedule 
are of equal elasticity. In Fig. 4 the demand schedule is more 
elastic than the supply schedule, and in Fig. 5 the supply schedule 
is more elastic tlian the demand schedule. In all cases is the 
quantity available for sale in the first period. 



In the first period tfie quantity will ^ive rise to the price 
The price will call forth a relativeh^ smaller supply, which 
will be available for market in the second period. This small 
supply will give rise to a higher price, P 2 , which will stimulate a 
relatively large quantity, which will be available for market 
in the third period, and so the ])rocess continues in a cobweb 
pattern, the design of which is prescribed by the relative elasticities 
of the demand and supply schedules. 

If the demand and supply schedules are of equal elasticity as 
in Fig. 3, the supply that is called forth in the third period, § 3 , 
will be equal to the supply in the initial period, When this 
occurs the price in the third period will also equal the price in the 
first, and the production and price will continue to fluctuate in 
future periods between and Q 2 and P^ and P 2 respectively in a 
continuous pattern without an equilibrium being approached or 
reached. 
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When the demand schedule is more elastic than the supply 
schedule as in Fig. 4, the fluctuations of price and quantity are 
reduced from period to period and the normal equilibrium price 
and quantity are approached and finally reached. The path of 



these fluctuations is shown by the convergent cobweb plotted in the 
figure. 

When the supply schedule is more elastic than the demand 
schedule as in Fig. 5, the results are reversed. The fluctuations 
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of price and quantity increase from period to period as shown by 
the divergent cobweb. Ezekiel concludes that “ under these 
conditions the situation might continue to grow more and more 
unstable, until price fell to absolute zero, or production was com¬ 
pletely abandoned or a limit was reached to available resources 
(where the elasticity of supply would change) so that production 
could no longer expand.” ^ 

1 Ezekiel, op. ciU, p. 432. 
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The Influence of Risk and Speculation on the Cobweb Theorem 

The fallacy of these conclusions lies in the introduction of 
periods of time to a static analysis while failing to introduce all the 
consequences of time. While it is perfectly in order to assume that 
objective costs of production and consumers’ effective demand (and 
thus normal equilibrium) remain constant for a series of time 
periods, it is inconsistent to describe a time series of price fluctua¬ 
tions and at the same time ignore the influence of these fluctua¬ 
tions on risk and speculation, and their consequent influence on the 
elasticities of the short run demand and supply schedules. 

Fig. 6 gives a very siraj)lified graphical version of the influence 
of risk and speculation on the cobweb pattern. Dg and Sg are 



respectively identical to D and 8 in Fig. 5. Also the initial 
quantity is the same for both figures. If it were not for the 
risk and speculation engendered by the fluctuations, the divergent 
cobweb pattern would be identical with that of Fig. 5. However, 
the series of increasing price and quantity fluctuations has the 
inevitable effect of increasing the marketing risks to the producer 
and decreasing the elasticity of the supply schedule. Similarly, the 
increasing fluctuations make possible a speculation in stocks of the 
commodity, more new production being demanded at lower prices 
and less at higher prices. The effect of this speculative activity is 
to increase the elasticity of the demand schedule. Thus, the effect 
of risk and speculation is to tend to change continuous and 
divergent cobwebs into convergent cobwebs, and to make con¬ 
vergent cobwebs converge more quickly. 

In Fig. 6 it has been found advisable for reasons of draftsman¬ 
ship to draw only one supply schedule including risk and one 
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speculative^demand schedule. These represent one particular 
series of fluctuations tempered by expectations and are appropriate 
to only one period (the fifth), but they enable us to see the eiBFects 
of changed elasticities on a divergent cobweb system. Let us 
assume that the risk and speculative effects do not occur until the 
fifth period. Thus, the dotted cobweb pattern shown in Fig. 6 
will diverge until the demand and supply schedules respond to the 
increased fluctuations and move to the new positions Sr and Ds, 
Since Ds is now more elastic tlian Sr, the fluctuations will tend to 
decrease and the cobweb will converge towards the normal 
equilibrium point as shown by the cobweb pattern in long dashes. 

It is uncertain whether the normal equilibrium point would 
ultimately be reached. As the fluctuations decrease there would 
be a tendency for risk and speculation to decline, thus increasing 
the elasticity of the supply schedule and decreasing that of the 
demand schedule. If the net result was to make the suppl}" schedule 
more elastic than the demand schedule, the cobweb w^ould begin 
to diverge again. If, on the other hand, the net result left the 
demand schedule more elastic than the supi)ly schedule, the price 
and quantity would approach and finally reach the point of 
normal equilibrium. 

It is difficult to make any judgment as to what would be the 
net result or to define in useful terms the conditions under which 
the normal equilibrium would be reached and preserved. If no 
extraneous forces intervened, and risks and sp(‘culation were 
affected entirely by the time series of fluctuations, it is reasonable 
to suppose that the normal equilibrium point would be reached 
and preserved. In a dynamic analysis, however, it is not essential 
that all industries are exactly at their normal point, since schedules 
in the real world are constantly shifting in response to many 
factors apart from the restricted marketing risks with which we 
have been dealing. What is important is that there should be a 
force which will keep the fluctuations from diverging from a i)oint 
of equilibrium or even from maintaining a constant fluctuation 
around the equilibrium point. We have shown that there is such 
a force and that, in general, the theory of economic equilibriums is 
vindicated. 

The pattern of a time series derived from a cobweb based on 
schedules which almost certainly shift from period to period around 
a point of constant normal equilibrium can only be tlrawn de¬ 
scriptively unless some definite causal connection in quantitative 
terms can be shown between the previous time series and the 
extent of schedule movement. Since risk and speculation are 
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subjective interpretations of objective data, it is not possible to 
make any unique causal connection of this type. We might 
expect, however, that the cobweb would alternatively diverge and 
converge at an average distance from normal equilibrium which is 
directly proportional to the responsiveness of the producer and 
speculator to the inci-case or decrease of risk. 

It may appear inconsistent that we should assume, as Ezekiel 
does,^ that wliile producers decide their production on the expecta¬ 
tion that current price will not change, speculators manipulate 
their stocks on the expectation that price will change. There are 
two reasons why this is possible : first, ])roducers of commodities 
which are sold in a perfectly competitive market are usually less 
acquainted with market forecasts than si>eculators, and con¬ 
sequently are more likely to jDroduce on the basis of the current 
price (with an allowance for risk) for want of a better guide. 
Secondly, it is possible for the producer and speculator both to 
estimate at the time of planting, that the current price will con¬ 
tinue. During the time-occupying period of production, however, 
price expectations may alter due to the weather, the acreage 
planted and other factors. If planting lias already been done, 
there is little the producer can do to change supply without 
worsening his ])osition, but the speculator has a free hand in 
acquiring or selling stocks at the current jirice. 

If the producer is assumed to expect a different price to prevail 
when he markets his ])roduct to that which prevails when he 
commences production and if he acts in accordance with his 
expectations, the effect will be to reinforce the movement toward 
normal equilibrium if his cxjyectations are correct (unless the change 
in production is so drastic as to increase the disequilibrium in the 
opposite direction to the current disequilibrium). If the producer's 
expectations are incorrect, a greater disequilibrium in the same 
direction invariably results. 

Other factors than risk tend to make the short-term supply 
schedule less plastic than the long-term schedule. It is often 
technically impossible to increase production quickly. New 
capital takes time to install, new workers require training, and 
until they are trained the short-term costs of increased production 
are higher than the long-term costs. Also the transfer cost of 
new factors often adds an extra charge to new production. All 
these factors would tend to reinforce the tendency of the cobweb 

^ Although Ezekiel shows in detail how speculative storage may affect the 
supply or demand schedules he does not take any accoimt of the effect of the 
fluctuations he is describing on the propensity to speculate. Op, cit., p. 427. 
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to converge as soon as a divergent tendency ^surpassed the limits 
of customary fluctuations. 

We may conclude that the cobweb theorem must now lose some 
of its sensational claims. For commodities whose production 
occupies a definite time period we may still illustrate dynamic 
changes of price and quantity about a point of normal equilibrium 
in cobweb fashion, but we must make allowances for the move¬ 
ment of the demand and supply schedules in response to changes 
in marketing risk. We have shown that divergent and con¬ 
tinuous cobwebs describe situations which are possible only if we 
ignore the influence of dynamic fluctuations on risk and specula¬ 
tion and, through them, on tlie elasticities of the demand and 
supply schedules. The fact that the classical cobweb theorists 
have concluded that divergent and continuous cobweb fluctuations 
are possible can be explained by their attempt to use a static 
analytical technique to explain an essentially dynamic phenome¬ 
non without taking sufl&cient care to adapt the tools of analysis to 
the problem in hand. 

Finally, it is of great importance to record the effect of 
guaranteeing a minimum price for a commodity. By reducing 
risk the cost of production is decreased and the supply schedule 
is inevitably shifted to the right. This is a fact which must be 
taken into consideration when analysing tlie effects of various 
types of commodity control in which guaranteed prices play a part. 

F. G. Hooton 

Christ Church, 

Oxford. 



SOVIET PLANNING AND THE PRICE MECHANISM^ 


I 

In his recent book Planning and the Price Mechanism Professor 
Meade has contrasted a system of planning without prices with 
one incorporating “ the controlled use of the money and price 
mechanism.” The economy of the Soviet Union undoubtedly 
fits his definition of the former,^ but the j)art i)layed by the price 
mechanism in this totally planned system has been, since the be¬ 
ginning of 1949, significantly revised. An examination of the 
pricing structure of the Soviet system would repay study not only 
as an academic exercise but also as a comparative analysis with 
other price mechanisms. Soviet emphasis upon KhozrashcJnjot or 
cost accounting is well known,^ but there has been a tendency in 
dealing with the broader as[jects of the price mechanism to ascribe to 
it a lower importance than Soviet statements and i)ractice justify. 

The price mechanism properly so-called may be said to have 
two functions. First, it must represent an internally consistent 
criterion of relative costs. In competitive capitalism, this is 
automatic, but in a planned economy the structure may be, and 
in the U.S.S.R. was, maladjusted and, being rigid, remained so. 
The second function has two interacting features inseparable 
from each other : prices guide consumi^tion and allow the prefer¬ 
ence of consumption to guide the allocation of resources. Under 
capitalism the prices themselves are the mechanism for promoting 
the flow of resources as effective consumer demand desires and 
consumers adjust their purchases according to the price of the 
desired commodity. Here a planned economy clearly differs. 
It may be argued that, since the determination of priorities is 
affected by criteria outside and unaffected by the price mechanism 
(viz., by the planning authorities), this second function is absent. 
This is, however, strictly true only of an economic autocracy in 
which planning is rightly quantitative. An economic autocracy 

^ The collaboration, in the preparation of this paper, of ono of my colleagues 
find the comments of Mr. John Nicholson (formerly with the \^Titer at King's 
College, Cambridge) are recorded with appreciation. 

* “ The formulation of a State Flcui giving quantitative targets for the output 
of each industry of any importance and for the use by these various industries of 
all the factors of production of €uiy importance . . . implemented by a series of 
State controls.** P. 5. 

• Cf., for example, M. Dobb, Soviet Economic Development since 1917, Ch. 14. 

No. 237 — VOL LX. a 
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neither presumes the existence of, nor is the product of, any 
particular political system, but it is certain that Soviet authorities 
in the ’twenties conceived a planned economy as such. Since 
the incej)tion of the first five-year j)lan, this attitude has altered 
fundamentally, and the reform of January 1949^ives effect to 
the change by adjusting the price structure. 

Present Soviet methods of planning and the extent to which 
use is made of prices may be briefly described. Planning is 
certainly quantitative and the plan drawn up on the basis of 
reports of available and potential resources prepared at the unit 
level of the economy. The broad strategy of development (e.gr., 
divisions between consumption and investment, between emphasis 
on heavy and on light industry) are conceived in the general per¬ 
spective within which the plan is to be detailed. Upon the basis 
of the general strategy for the five years, separate plans, enter¬ 
prise by enterprise and year by year, are constructed. Each 
enterprise will be informed of the magnitude of its target. The 
enterprise will then prc])are its plan and estimate the cost in 
roubles of that output according to the pattern of the intake 
of resources it proj)oses. If it takes raw materials from, for 
example, a distant source or from a high-cost producer or of a 
special grade, its estimated costs may be higher than the planning 
staff were prepared to authorise, <and it may be told to alter its 
intake or output. If the product of the enterprise is sufficiently 
important, its price may be raised to enable the enterprise to 
])ay a higher price for materials, etc. If the raw material, for 
example, is a special grade best used by the sort of enterprise 4n 
question, then the price of that grade may be deliberately high 
so that only worthwhile producers will be able to purchase it.’^ 
Thus the preference of the industrial consumer is made effective 
through a price mechanism designed 1o reflect those preferences. 
Consumption by enterj)rises is, by the same token, guided by 
price structure. In a cai>italist economy the preferences of 
industrial consumers would be the derived demands of the 
aggregate of individual consumers. The theory of Soviet plan¬ 
ning, on the other hand, is that consumers, in their capacity as 
the electors of the deputies who vote the law of the five-year 
plan, abrogate their rights to alter priorities by such influence. 
Nevertheless, when a demand for a particular good is manifest, 
that good may, in Soviet practice, either have its prite raised in 
relation to other goods (a procedure often effected during a general 
price reduction by lowering its price less than those of other 

^ Cf. quotation from Vgol specified in footnote 3 on p. 90. 
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goods) or more is produced and sold at the same price, both 
normal alternative results under a free-piice mechanism. In 
either way the aggregate of purchasing power directed towards 
the demanded commodity enables the producing enterprise to 
give effect to the preference in the ensuing planning period, the 
minimum planning period being usually a quarter year. Obvi¬ 
ously the planning authorities must occur in this re-alignment of 
priorities because they could block any quantitative changes in 
output, but given the free disposal of consumer income and the 
need to maintain labour incentives, concurrence would not be 
withheld excejit for serious reasons, e.g., where it would absorb 
a material in short supply required b}^ a high-imority industry. 
The pressure of consumer purchasing power cannot change the 
broad balance of consumption {e.g., with capital formation) 
because the aggregate of consumer demand is a priori determined 
(cf. Section II below). 

Until 1949 the j)rice structure, that is the mutual relationship 
of separate prices, was not deliberately constructed to ])lay a 
positive role in accordance with either of th(' functions dis¬ 
tinguished above. For the first function, prices were not 
internally consistent and for the second, the structure was such 
that priorities and preferences were not correctly reflected : in 
fact, the price structure exerted a negative influence on the 
required flow of goods and services. 

A Soviet economist ^ has recently gone so far as to say that 
prices are the “ key to all planning in the U.S.S.R.,” a far cry 
from the earlier Soviet economists ^ who had spoken of the need 
of freeing Soviet i)rices from a value basis and others still 
earlier who saw no use in any price mechanism, (dearly the early 
Soviet attemjjts at planning, the ‘‘ control figures ’’ of 1925/26 
and 1926/27, showed how difficult was the task of quantitative 
planning under uncertain prices, and the adoption of full-scale 
planning in 1927 w’as based on rigid prices (those of 1926/27 
being taken as this base). The limitations of a “ neutral price 
structure and*the unsuitability of 1926/27 prices became graduallj^ 
apparent, and after 1936, when economic development had reached 
the stage that the decision was taken to abolish subsidies to high 
cost enterprises, proposals were made for adjusting the price 
structure,3 but for various reasons, including the War, it was not 

^ Sorokin, “ Planning in the Soviet Economy,” Bolshevik No. 24, December 
1949, p. 12 et seq. 

* Nothin and Teaglov quoted by M. Dobb, op, cdt., 334, n. (3). 

® Cf. A.I. Rotshtein, Prohlemy Promyshlennoi Statistiki S.S.ii.li. (Problems 
of Industrial Statistics in the U.S.S.R.) Books 1 & 2 (Moscow, 1936 and 1938). 
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until the beginning of 1949 that a new and accurately functional 
price mechanism was introduced. The new structure has, first, 
eliminated the disproportion introduced by continuing to measure 
quantities in terms of a structure of real production costs long 
inoperative and progressively more out of line with improving 
standards of real efficiency. Secondly, it has for the first time in 
Soviet planning been consciously organised as a positive mechan¬ 
ism. It has at last been realised that prices need to reflect, by 
their internal relationship, that order of priorities laid down in 
the quantitative plan, and thus contribute actively to the working 
of the economy. 


II 

Before the change was made, on January 1, 1949, there were 
three categories of planning j)rices ^ ;— 

{a) constant 1926/27 prices; 

{h) official fixed prices; 

(c) current planning prices, with which are linked planned 
works costs. 

These j)rices must be clearly distinguished from the retail 
consumer-goods prices fixed by the State ^ which aim at price 
levels interlocking the aggregate of supplies made available for 
consumption and the planned volume of money (less estimated 
savings) accruing to private consumers within the given planned 
period. Between these prices on the civilian consumption side of 
the national economy and the planned prices in industrial pro¬ 
duction here considered, there is no immediate link, although 
ultimately in the interests of simplification of controls and plan¬ 
ning devices these two main sets of prices are kept generally in' 
step.® 

The constant 1926/27 prices were of prime importance, for, 

^ A certain confusion lias been introduced among English-speaking economists 
studying the U.S.S.K. by the use of conflicting translations for standard Kuesian 
terms. The classification hero is a translation of: (a) Ncizmennye tseny 1926127g.; 

(b) Otpusknye tseny (or optomje tseny owing to some looseness in Soviet usage); 

(c) Planovye tseny. 

* With the exception of kolkohz prices which, Sorokin (loc. cit., p. 26) explains 
are decisively influenced by the level of prices of industrial goods, which are 
traded in exchange for farm produce as well os by the parallel system of State 
trade in the farm produce itself. 

® The financial difference between the two sets of prices is absorbed in the 
Turnover Tax, the methods of which cure fully described in L. E. Hubbard, 
Soviet Money and Finance, pp. 138 et seq. ; Dobb, op cit., pp. 360 et seq. ; and A. 
Baykov : The Development of the Soviet Economic System, pp. 367 et seq. 
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according to recent Soviet economic writers,^ they were used in 
calculating general indices of industrial i)roduction as well as of 
the output of the individual enterprise or group of enterprises; 
fulfilment of ministerial production plans and those of their sub¬ 
ordinate organisations; general and individual Kolkhoz output 
figures; indices of labour productivity and indices of industrial 
costs of production. One of these economists, Marshev, makes it 
clear that all these figures were calculated by pricing each item at 
1926/27 prices and not by employing a general conversion factor of 
any kind. For new ” commodities first manufactured after 
October 1927 “ assimilated prices ” were fixed ad hoc : some were 
calculated by applying a conversion factor to the planning prices 
for new commodities current in the initial production jieriod; 
others represented simply the initial production cost price. By 
1948, especially in such industries as engineering and chemicals, a 
fairly large proj)ortion of so-called constant 1926/27 prices were, 
in fact, j)ost-1927 assimilated j)rices. 

Of hardly less importance were the official fixed prices or 
accounting prices fixed by the State as the operative delivery 
prices between enlerj)rises and groups of enterprises for industrial 
goods moving forward in the course of industrial pro(*essing. 
Marshev makes it clear that these prices were quite distinct from, 
and considerably at variance with, so-called constant 1926/27 
prices. They were apparently reviewed at frequent intervals, 
perhaps yearly, for, dealing with the oil industry, Marshev refers 
to “ official fixed j)rices for 1948.” 

The scale of government subsidies to industry seems to indicate 
that official fixed prices ” or ” accounting jmces ” w^cre after 
June 1941 kept w^ell below^ the general level of prices postulated 
by the degree of inflation, reflected in officially fixed retail prices 
and wage-rates and arising from the note and credit expansion 
to cover wartime expenditure. Tt w^ould, none the less, be unwise 
to assume that there were no interim upward adjustments, and, 
indeed, the existence of a specific set of accounting prices for 
1948 ” in the oil industry, although not conclusive, certainly 
suggests the possibility of adjustments in implementation of 
policy. 

The third category of jjlanning prices are known as current 
planning prices, with wdiich are linked planned works costa. 
Although notionally a separate category, they are closely linked 

^ A. I. Rotshtein, op, cit,. Book 3 (1947); an article by S. V. Marshev in 
Heftianoe Khoziautve {Oil Iridustry)^ No. 12, 1948, and an article in SotsialisU- 
cfieakoe Selakoe Khoziaistve (Socialist Agriculture), No. 11, 1948. 
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with accounting prices, and would in all likelihood be identical 
or nearly so but for State subsidies. Marshev, dealing with the 
oil industry, refers to “ 1947 works costs '' which, in the example 
quoted by him, were very greatly at variance, both in level and 
structure, with corresponding 1948 “ accounting prices.” As far 
as the difference in level is concerned it must be borne in mind 
that the latter were for 1948 and not 1947, although this does not 
seem likely to account for anything like the whole of the diflFerence 
between the two sets of prices. 

Current planning prices are employed for the calculation of 
the planned volume of investment in the national economy, since 
this is directly financed from the State Budget, the plan for which 
is more conveniently drawn up in current prices than in 1926/27 
prices. In consequence, the planned volume of investment in 
the second five-year plan (1933-37) was based on ‘‘ 1933 prices,” 
in the third five-year plan (1938 42) on “ 1936 prices ” and in the 
fourth five-year plan (1946-50) on ” 1945 prices.” 

Ill 

The constant 1926/27 planning prices, in terms of which plan 
fulfilment was calculated, became in effect the key price structure. 
The gradual increase in the efficiency of utilisation of productive 
resources, and the large number of new commodities coming into 
production, led to increasing divergency between the structure of 
real costs of production implicit in the original prices in the 1926/ 
27 list and the existing structure at subsequent stages of economic 
development. The problem had two asj^ects :— 

(a) The uneven over-valuation of the “ original ” 1926/27 
prices did not reflect subsequent changes in relative real 
costs as a result of increasing efficiency of utilisation of 
productive resources. The planning prices in consequence 
tacitly assumed that relative real costs of production in sub¬ 
sequent years remained at the 1927 proportions, and as a 
result gave a greatly inflated value to output priced in con¬ 
stant 1926/27 prices.^ 

^ Some concept of the over-valuation of industrial items compared to agri¬ 
cultural may be seen from the relation of production at these prices at either end 
of one five-year period {Sotsialistichcakoe StroUelstvo 1936—Socialist 

ConstTuciion of the 1}.S,S,R, —^p. xxxii). 

1930. 1^35. 

Industrial products {1926127 roubles) . . 14*8 34*2 

Agricultural products ,» ». . . 8*7 10*5 

This disproportion increased year by year, and was also marked as between 
industrial products. By 1937 the disproportion was still more marked and 
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(&) The over-valuation of prices in the group of prices 
assimilated to the 1926/27 prices. Prices in this group 
tended, it seems, to be brought into use at initial stages of 
production of'' new ” commodities before increasing efficiency 
had brought production i)rices down to the efficiency level at 
that stage of productive technique. 

Many Soviet economists writing in PUtn and Planovoc Khozi- 
aistve before the War and A. I. Rotshtein in Prohlemy Promy- 
shlennoi StaiisHH S.S.SM, (Books 1 and 2) drew attention to the 
imperfections of the constant 1926/27 prices. They made, how¬ 
ever, no references to the actual extent of over-valuation of output 
or fulfilment of plan or the degree of error introduced into the 
calculation of various indices, and they shirked the task of dealing 
radically with the problem by replacing 1926/27 ])rices by a more 
satisfactoiy and homogeneous set of planning prices. The planners 
may have felt that, replacement of the 1926/27 prices during the 
Second and Third Five-Year Plans would have been only tem¬ 
porarily eflective, with the new^ })rices soon falling out of line, 
albeit to a lesser degree, in view^ of the relatively great and frequent 
changes in the structure of real costs of production as a result of 
the efficiency drive against the initially low levels obtaining in 
industry in general, the relatively ra])kl introduction of machinery 
where very little had been in use before and the continual intro¬ 
duction of nev^ productive processes. 

Another shortcoming of the 1926/27 iwiccs w hich cannot have 
escaped attention, altliougli it does not a})poar to have been 
brought into open discussion, is wdiat may be termed their 
“ })lanning bias.” The original 1926/27 j)rices and the subse¬ 
quent assimilated prices were simple ])lanning prices and not 


Naum Jasny (“ Intricacies of Russian National Income Indexes,” Journal of 
rolilical Economy, August 1947) hiis commented : -- 

” The oHicially computed rolationslupa between industry and agriculture 
in 1937—from 77*4 ; 2:2*6 in output and from 50*9 : 14*9 in contribution 
towards national incorne—are absunl for a country in which more than half 
of the population is still engaged in agriculture. These relationships are 
obviously the result of tlie great over*evaluation of the 1937 industrial 
production.” 

and has calculated the proportions of 1927/28 Soviet National Income as showing 
the following divergence when calculated in different prices :— 


Agriculture 
Industry . 

Non-rural construction 

Communications 

Trade 


At pre-1914 
jirices. 
43*3 
24*4 

2-2 

3-9 
12-3 


At 1926/27 
prices. 
36*3 
26-9 
4*4 

4-8 
11*6 
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differential planning prices reflecting differential emphases in the 
plan. 

Soviet planners learnt, as each successive Five-Year Plan added 
to their experience, that behind nominal fulfilment of overall plans 
would most often be hidden a great degree of uneven fulfilment in 
its manifold constituents, and this must have directed their atten¬ 
tion to differential planning prices which would place emphasis 
in the fulfilment of these constituent plans upon priority aspects 
of the overall plan. The 1920/27 prices which had started without 
any initial directional bias and had gradually developed an un¬ 
planned bias were tlie cause, at least in one industry as Marshev’s 
article shows, of a very specific set of distortions in planning. 

Before it w^as felt possible to replace the 1926/27 prices, how¬ 
ever, war had broken out, and for the time being all reference to 
the shortcomings of j)lanning j}rices, greatly accentuated though 
they were by the War, ceased. The matter was not taken up 
again in open discussion, although it can hardly have been over¬ 
looked by the planning economists, until the apj)carance in 1948 
of Volume of A. I. Rotshtcin’s book.^ There was, however, no 
suggestion of replacing 1926/27 prices, and it is noteworthy that, 
writing towards the end of 1948 after the resolution of the Soviet 
of Ministers replacing the 1920/27 prices had already been passed, 
Marshev refers to special “corrected’' 1920/27 prices in which 
the most serious of the shortcomings mentioned above had been 
largely eliminated. It is difficult to escape the conclusion that 
until a relatively late date the planning authorities had not 
entirely abandoned the idea of retaining 1926/27 prices in a new 
“ corrected ” form.^ 

^ op. cit., pp. 60 ff. 

‘‘‘ Marshev quotes a table of prices for refined petroleum products which 
reveals the significant differences between tlio sets of prices, given as percentages of 
prices for light products (c.f/,, motor spirit, etc.). 




1948 

1947 

1948 new 


1926/27 

accounting 

current 

corrected 

Product. 

prices. 

prices. 

plan prices. 

prices. 

Light products 

100 

100 

100 

100 

Petroleum coke I . 

124 

33 

11 

40 

Petroleum coke II . 

124 

33 

6 

11 

Fuel oil 

17 

16 

6 

15 

Gas . . . 

30 

2 

2 

11 

Varnish 

41 

21 

7 

17 

Polymers 

1 

9 

3 

15 


The table shows remarkable variations: in 1926/27 prices petrole\^m coke was 
grossly over-valued and polymers grossly under-valued. It may be concluded 
that, at the earlier date, the demand for the former for electrical equipment was 
larger than the supply : now, the supply of coke fills this need and commands only 
its price as fuel. Conversely, in 1926/27 polymers were useless residues ; now, 
they have become valuable for blending with motor spirit. 
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The significance of the deleterious role played by an unsuitable 
price structure can be clearly seen : indices of production and 
labour productivity ^ are distorted, and as plan fulfilment was 
measured in these prices :— 

‘‘ It becomes better business to over-fulfil plans for secondary 
and over-priced, but actually less expensive, categories of 
output so as to overfulfil the overall sales i)lan calculated in 
1948 accounting prices.” ^ 

This last problem ])Osed by the price distortion was resolved 
not only by the pric;e reform but also by a special decision of the 
Council of Ministers which stated that “ the production plan will 
be considered fulfilled only in the event that it is fulfilled not only 
for quantity but also as regards the established assortment and 
quality of the goods.” ^ 

Clearly 2 >rice reform was required in this connection, as it 
was in abolishing State subsidies (which are to be eliminated by 
1950), and generally was needed to establish a sound and smoothly 
functioning economy. 


IV 

The fundamental price reform was announced in general terms 
in March 1049, but earlier notice had been made of it in the 
Journal of the Instiinic of Economics of the Soviet Academy of 
Sciences,^ where it was stated, 

‘‘ In connection with the tasks of greater emjiliasis on eco¬ 
nomic factors and cost accounting in post-war conditions, 
great importance must be attached to changes brought about 
in the sphere of planning and cost accounting and, in par¬ 
ticular, to the switcliover from calculation of gross output and 
labour productivity in 1926/27 prices to calculation in the 
new accounting i)rices.® . . , Tlie new accounting prices (for 
metals, fuel, electricity, thermal i)ower, timber, cement, 
bricks and new railway freight tariffs) are based on the 
considerably lower planned cost of production level for 
1950.” 


^ Distortions in labour productivity indices Beriously affect wages, bonuses, 
pioco-ratos, etc., and provided a further reason for the price reform. 

* Morshov, loc, cit. 

* A. G. Zverev, Minister of Finance, in his Budget Report, Prat^da, March 11, 
1949. 

* Voprosy Ekonomiki {Questions of Economics)^ No. 8, 1948. Article by P. 
Vladimirov : “ Operating Profits in Industrial Enterprises.” 

® “ Optovye teeny *’ (Vladimirov’s definition), but more accurately defined by 
Marshev, cf. following note. 
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It would appear that the new accounting prices ^ are to absorb 
the functions of the 1926/27 prices and those of the official fixed 
prices,^ and will embody in detail not an actual structure of costs 
(as was the case before) but the planned structure for 1950. 
Broadly, then, for an initial period, the new prices will be somewhat 
lower than opportunity costs (viz., the basis of the 1950 planned 
costs) instead of being generally higher as was the case previously. 
Moreover, the new price structure institutes differentials between 
products in accordance with relative planning priorities. A state¬ 
ment in the coal industry journal ^ claims :— 

“ The new prices have been fixed to reflect grades and 
quality. . . . These differences will make sorting work worth 
while and make the coal industry directly interested in 
supplying the national economy with those types and grades 
it most needs.” 

Sorokin ^ similarly refers to ‘‘ planning prices being designed first 
and foremost to promote the most effective development of those 
industries which have priority.” 

There can be no doubt that the new planning prices must be as 
com])rehensive a set of juices as the 1926/27 prices which they are 
rej)lacing. The Minister of Finance si)oke of “a number of 
branches of heavy industry,” and Vladimirov specifically mentions 
only metals and fuel, electricity, thermal }:)Ower, timber, cement, 
bricks and new rail-freight tariffs. The wide categories given by 
Vladimirov, in fact, cover a great part of the field of industry, but, 
to mention only some, there are sectors like chemicals, i)lastics and 
rayon, rubber and engineering goods (unless these latter are in¬ 
cluded under “ metals ”') which are clearly not included. 

In these sectors it would seem likely that the 1948 official fixed 
prices,^ with which the new accounting prices® are most closely 
linked, needed no modification to fit them into the framework of 
the new prices. This is likely to have been the case where the 
original 1926/27 prices or subsequent assimilated j)rices were 
fixed too high, either fortuitously at the outset or deliberately in 
the case of assimilated prices during the early planning years, and 
where, when a balance has been struck between inflation on the 

* Optovo-otpusknye tseny 1949g.f an accurate definition of the new prices in 
view of the combination of functions (a) and (6) considered at the beginning of 
Section II above. 

* Oipuaknyt iseny. ® Ugol {Coal),'No. I, 1949, -A 

* Op. cit., p. 24. * Otpuaknye tseny. 

* Optovo-otpuaknye tseny 1949g., an accurate definition of the new prices in 
view of the combination of functions (a) and (6) considered at the beginning of 
Section II above. 
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one hand and increased industrial efficiency on the other hand, 
the original or assimilated 1926/27 prices closely reflected the level 
of real costs of production actually obtaining in 1948. It seems 
not unlikely that this was the position certainly in the rubber and 
chemical industries. 

The new planning jmces, like the 1926/27 set, must also em¬ 
brace farm-produce prices. In this case the “ State delivery 
prices ’’ ^ corresponding to the old official fixed prices ^ in industry 
will have been subject to certain increases, of which the only 
evidence is an incidental statement ^ that the State delivery price 
for raw cotton has recently been doubled. Even allowing for the 
importance now being attached to cotton cultivation, an increase 
in the “ State delivery price ” is clearly a matter of revision of 
planning prices, since encouragement to greater production takes 
the form of premium payments adjusted to emphasise priorities. 
Revision of Stale delivery prices is unlikely to have been confined 
to raw cotton alone, so that it would seem not unlikely that there 
has been a thorough going overhaul of planning prices for farm 
produce coinciding with the reform of planning prices in industry. 

The conclusion may therefore be advanced that the planning 
authorities in the Soviet Union have decided to make a fuller use 
of the i)rice mechanism as an integral feature of tlieir economic 
planning. Ulearly, they have decided that while planning in 
terms of quantitative targets is essential, a functional use of the 
price mechanism is a necessary precondition to a sound and 
smoothly working economy. This is surely a lesson which 
Western “ planners ’’ would do well to note. 

M. C. Kaser 

Richmond, 

Surrey, 

^ These are the prices at wliicii the State accounts to lolkhozy, sorkhozy and 
individual jjeasants for “ State dehverios ” of farm })roduce and arc to be dis- 
tinguished from “ State buying prices ” paid for farm produce “ deliv^ered ” (i.e., 
sold) in excess of “ State deliv^eries as fixed by plan. 

* OtptLaknye tseny, 

* Reported in^Fravda of Marcli 3, 1949. 
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At two vital points the scientific development of economics 
depends upon an accurate understanding of human nature. One 
is in the explanation of a consumer’s choice; the second the 
explanation of an entrepreneur’s decision. There being many 
millions of consumers, we can for a time evade the duty of giving 
close study to the choice of an individual, contenting ourselves 
with observing the resultant of millions of choices expressed in the 
market; just as scientists developed a Theory of Gases, capable of 
giving approximately correct results, long before the details of 
molecular structure were known or could be studied. We need 
not therefore be too much alarmed because our theories of Utility 
and Indilference are infantile, and have very little foundation of 
knowledge of the rational and irrational workings of consumers’ 
minds. 

But when the decision of a single Board of Directors may 
involve the investment of millions, we begin to feel much less 
happy about a Boyle’s Law for entrepreneurs—especially as the 
facts regarding the actions of entrei)reneurs in the mass are 
difficult to gather and interpret.. The psychological factors are so 
important in tliis case, indeed so dominant, that theories limp 
badly until they can find a satisfactory account of the individual 
entrepreneur’s decision. An account is to be regarded as satisfactory 
if it is conformable to the human thinking process as we know it. 
It comes near to satisfactory proof when enough individuals, 
including actual or potential entrepreneurs, have given the nod of 
agreement—“ Yes : that is how I decide.” 

A glance at the literature, for instance of the Trade Cycle, soon 
reveals how formless and unsatisfactory are the theories of 
entrepreneur’s decision in current use. Where these are j)recisely 
stated at all, they usually assume a business man who is perfectly 
rational (apart from “ waves of sentiment ” which may reach him 
from outside), and whose brain, apparently of great capacity, is 
capable of performing integrations and of founding judgments 
upon a calculation of a mathematical expectation. As a picture of 
a Rockefeller or a J. P. Morgan, this is obviously sonigawhat 
idealised. The use of a simidificd “ working model ” of an 

^ A review of G. L. S. Shackle, Expectation in Economics, Cambridge; 
University Press, 1949. Pp. x -j- 146. 10^. Gd. 
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entrepreneur is, of course, a perfectly proper stage in the con¬ 
struction of a scientific theory; but the trouble is that no one 
enquires whether the simplification contains the essence of the 
reality. 

The results of Mr. Shackle’s introspections on this subject are 
therefore very much to be w^elcomed, and they deserve to be 
brought immediately to the test of other minds. But since his 
ideas, though foreshadowed in earlier articles in this Journal and 
elsewhere,^ have first been set out in a complete form in liis book, 
and since his arguments, being unfamiliar, are necessarily difficult 
to absorb, I propose to describe the main structure of the theory 
before examining it. 

Conceive, then, of Adam, a primaeval entrepreneur, tr 3 dng to 
make up his mind whether to buy an orchard. The value of the 
orchard to him is related to its discounted future returns; but 
since wo need not for the moment trouble ourselves with problems 
of time-discounting, it will be a valid simplification to suppose the 
value of the orchard to be determined by the size of next year’s 
crop. The weather outside Eden being uncertain, this may 
amount to 2, 3, 4, 5, 6 or 7 tons of aj)ples. 

As Adam cogitates on the prospective purchase, he puts to 
himself a scries of questions : 

“ Shall I only get 1 ton of apples ?—Quite impossible 
Shall I get 2 tons ?—Surprised if it is as low 
Shall I get 3, 4 or 5 tons ?—All perfectly possible 
Shall 1 get 6 tons ?—Surprised if it is as high 
Shall I get 7 tons ?—Very surprising, but just possible 
Shall I get S tons '^—Quite impossible.” 

The answers to these questions determine his decision. They are 
not in terms of probability (we shall return to this distinction later), 
but in terms of the surprise, or lack of surprise, which would be 
felt regarding difierent outcomes. Adam, looking out from his 
“ viewpoint of the present at his “ image-date ”—the date of 
gathering next year’s crop—brings before his mind a series of 
hypotheses regarding the size of that crop, and considers the 
surprise with which the fulfilment of each of these hypotheses, 
considered in turn, would be greeted. Thus are defined, for the 
different possible sizes of the crop, the values of Mr. Shackle’s 
Potential Surprise Function. 

It may be objected that Surprise is incapable of numerical 


^ See list in Shackle, p. ix. 
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measurement. The objection is not valid. By speaking of 
“ values ” of potential surprise, all we need to imply ^ is that a given 
set of hypotheses can be arranged in order of the surj)rise to which 
their fulfilment would give rise—some, perhaps, being bracketed as 
equal. Since the number of hypotheses capable of review by the 
human brain is finite, their ordering can always be expressed by 
attaching, to each, one of a finite set of numbers, ranging conven¬ 
tionally from zero surprise to some maximum surprise y which we 
associate with the occurrence of a miracle. The “ values of 
surprise so obtained are personal, and incapable of use for 
comparison between individuals. Nor can they be used for 
comparing the surprise associated with hy|)otheses from different 
sets unless we first claim that all the h 3 q)otheses of all the sets can 
provide a single ordering of surprise. The relation “ twice as 
surprising ” has only a formal meaning in the system. In fact, 
we treat surprise as numerical merely as a harmless convenience.^ 

Adam’s potential surprise function can therefore be represented 
by a table, whose form is clearly ty{)ical, and likely to occur for 
many entrepreneurial decisions : 

Tons: 12345678 9... 

Potential Surprise (arbitrary scale); y 1 0 0 0 1 2 y y • • • 

The enjoyment or distress to bo obtained from contemplating a 
hypothesis is a function of the profit or loss which it invedves, and 
of the degree of surprise which its fulfilment involves. A miracle 
—the occurrence of something comxdetely unexjjected—affords no 
enjoyment by anticipation. Events which are “ perfectlj^ 
possible ” afford an enjoyment related only to their outcome. 
But events carr^mg an intermediate degree of i>otential surjjrise 
produce an enjoyment related to their outcome, but “ written 
down ” according to the amount of surprise associated with that 
outcome. 

Adam, in fact, possesses wdiat Mr. Shackle calls a stimulation 
function which relates his enjoyment or distress to the hypothetical 

1 Mr. Shackle in fact iinx^lies more than this; ho supposes that the entrepreneur 
is capable of ordering differences of potential surprise, as well as potential suri)ri8e 
itself; and is thus capable of finding a j^oint midway between any two assigned 
points on his potential surprise scale. On this system potential surjjrise would be 
fully numerical—but my own intuition suggests that the assumption so made is 
more complex than reality. 

* An analogous point arises in the theory of probability, and books do not 
usually distinguish clearly between (a) the very limited class of probabilities which 
can have the same numerical measure for all rational observers : (h) probabilities 
capable of numerical representation for a single observer only : and (c) probabilities 
incapable of any such measure by one co-ordinate, because they do not form part 
of a single ordered system. 
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outcomes and their degrees of potential surprise. Enjoyment or 
distress can be ordered, and thus represented numerically ^ on a 
scale whose zero represents an absence of stimulus—no enjoyment 
and no distress. Suppose Adam’s outgoings represent 4 tons of 
his crop. Then we have something like this : 

Gain (ions); -3 -^2 -1 0 1 2 3 4 5... 

Potential Surprise (arbitrary scale) : y 1 00 0 1 2 y y . 

Stimulus (arbitrary scale) : 0 —2 —2J 0 -f3 0 0... 

The stimuli are not symmetrical in relation to the gain or the 
})otential surprise : there is no reason why they should be. The 
essential point to be tested against experience is that the prospect 
of a moderately surprising gain of 2 may be more stimulating than 
that of a “ perfectly possible ” gain of 1. This surely is in accord¬ 
ance with what we know of human nature. 

Wo now couK^- to the centre of the argument : 

(а) The hypotheses being passed under review are mutually 
exclusive. The stimuli to which they give rise are therefore not 
additive ; they are rivals, jostling each other for attention. 

(б) The entrepreneur fixes his attention solely upon two 
hypotheses; that which offers the most enjoyable stimulus, and 
that which threatens the most distressing stimulus. Tn our 
example, these corres])ond to the hypotheses of 2 tons gain and 1 
ton loss. Those Mr. Shackle calls the primary focus-oiitcoynes. 
For the puri)oses of comparison it is useful to replace these by 
“ dummy ” outcomes which w'ould provide the same stimuli, but 
arc associated with zero potential surprise. These would be the 
standardised focus-outcomes \ in our exam])le, perhaps 1^ tons gain 
and 1 ton loss—the latter coinciding with the primary focus-loss. 

So far we have been considering a set of hypothetical outcomes 
arising from a given course of action by Adam in the situation in 

^ This, I suspect, conceals a onicial difficulty. The stimulus is a function, not 
of gain or loss directly, but of tJio utilitie^s thoy represent. It is therefore a 
function of two <piantitios which may be only formally numerical —about which 
our knowlodgo is essentially acknowledge of greater or loss. If I prefer to eat 
chicken ratlier than lamb, and lamb ratlior than whale ; and if I find four-hour 
intervals between meals more agreeable than five-hour, and five-hour more 
agreeable than six-hour : then it is certain that I shall prefer chicken every four 
hoius to whale every six hours. But who knows whether chicken every six 
hours is better than Mdiale every four hours ? It would be perfectly logical to 
suppose Adam “ at a stand in his mind,’* strictly unable to decide whether he 
“ prefers ” the stimulus of thinking about an unremarkable 1 ton or a surprising 
2 tons. He would have to resolve his indecision by tossing a coin, and I suspect 
that this also is true to human nature. But I will leave this difficulty on one 
side, commending it to Mr. Shackle’s attention. See also, however, the footnote 
on p. 101. 
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which he finds himself—^the offer of a price equivalent to 4 tons of 
outgoings, measured in apples. To this course of action there 
correspond two co-ordinates, the standardised focus-gain and the 
standardised focus-loss of the corresponding set of hypotheses. 
We thus have the correspondence : 

Buy for equivalent of 4 tons : (1^, 1) 

But other possibilities are open, for instance : 

Do nothing : (0, 0) 

Buy another orchard, same price : (1^, 1|) 

All the ways open to an entrepreneur of holding or investing his 
wealth thus map out a series of points on a plane. Between some 
of these points he may be indifferent: that is to say, it is possible 
to draw on the plane a series of curves joining points of equal 
attractiveness. (5, 2) may be as attractive as (0, 0) to a fairly 
cautious man, while a hardened gambler might almost be willing to 
exchange the doubtful prospect represented by (1, 2) for the dull 
certainty of (0, 0). The curves, forming a gambler indifference map, 
are therefore personal to the entrepreneur. They will form a 
non-intersecting family, one through each point of the plane.^ 

The rule of decision for Adam is now clear : among the courses 
of action open to him he must choose that which will bring him on 
to the ‘‘ best ” indifference curve— i.e., that wliose focus-gain, for 
given focus-loss, is highest. If there are two or more offering equal 
attractions, he must toss a coin to make his final choice. 

This is the main structure of Mr. Shackle’s theory. A very 
important subsidiary is his most suggestive discussion of “ expected 
clarifying of expectations.” An entrepreneur may know or expect 
that at some date between his viewpoint and his image-date 
uncertainties at present in his mind w ill be swept away. Thus at 
present the Board of a steel company intending to build a new blast 
furnace ‘‘ knows ” that before the autumn of 1950—and therefore 
before the new furnace would be completed—there will be a 
General Election which will decide for or against nationalisation. 

^ Mr. Shackle’s diagram (p. 30) takes focus-loss as the a;-co-ordinate. He has 
since suggested (contrary to 11. 7-8 of p. 30) that negative co-ordinates have a 
meaning. Thus an enterprise bound to succeed (with unit focus-gain) would 
be represented by (1, —1), and would “beat” any point such as (1, 1). An 
enterprise boimd to lose would carry the disagreeable focus-outcome ( — 1, 1). 
It would seem to me that an enterprise having a range of possible outcomes, all 
of which are gains, might be regarded as having a focus-loss equal to tile lowest 
possible gain (with negative sign attached); the most disagreeable stimulus 
available being zero. This would give a meaning to all points in the (— -f-) and 

(-j-) quadrants, but the (-) quadrant would be left empty, which! s certainly 

an oddity. The subject demands more thought. 
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Stich a clarifying of expectations will result in events previously 
regarded as perfectly possible or potentially mildly surprising 
becoming ‘‘ miraculous if they happen ’’; events previously 
perfectly possible may become potentially surprising, but the 
opposite change cannot logically occur—from the present view¬ 
point the entrepreneur’s surprise function allows for the outcomes 
which may follow any of the foreseeable happenings at the 
clarifying date. It can then be shown to follow—in conformity 
witlv observation—tliat as that date approaches more and more 
investment-decisions will be postponed; and that the passing of 
the date will probably release a number of investment-decisions, 
whatever has occurred. But the occurrence of an unexpected, 
unthought of or surprising, event (such as the return of a minor 
party to pcjwcr at a General Election) will reduce investment-flow, 
and heighten the attractiveness of liquidity, while entrepreneurs 
form and test new judgments of the situation; and this suggests 
some interesting reasons for the asymmetry of the Trade Cycle. 

Mr. Shackle’s other “ worked examples ” of the applications of 
his theory are less successful—a flxet which neither condemns the 
theory, nor detracts from the value of the book, for the author has 
attempted country mountainous with difficulties. The chapter on 
“ the choice of assets to be held for speculative gain ” arrives 
logically at the conclusion tliat a speculator should never hold 
more than two kinds of asset; and Mr. Shackle’s efforts to extricate 
hims(df from this ridiculous conclusion are not, I think, entirely 
satisfactory. The explanations of the sensitivity of speculative 
markets to small happenings, and of the alleged “ floating value ” 
of land, are successful tests of the theory. A chapter on design 
of taxation to preserve the incentive to enterprise ” offers a revolu¬ 
tionary idea, but needs to bo expanded to bring it closer to practical 
reality. Finally, Mr. Shackle’s “ theory of the bargaining 
process ” is certainly an improvement on some classical theories of 
bargaining, but it is difficult to check it against reality until it can 
be expanded to take explicit account of the Alternative Purchaser 
who lurks round the corner in the real world. I have never found 
it easy to think myself into the mind of Robinson Crusoe bargain¬ 
ing with Man Friday. 

Let us, however, return to the main structure of the theory. 
Mr! Shackle makes it overwhelmingly clear that his concept of 
“ potential surprise ” stands in sharp contrast to the orthodox 
idea of probability. In this he is supported by the chief author 
of the frequency-ratio concept of probability, John Venn, who 
writes :— 

No. 237— VOL. LX. 
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. this emotional accompaniment of surprise, to which 
we are thus able to assign something like* a fractional value, 
differs in two important respects from the commonly accepted 
fraction of belief. In the first place, it has what may be 
termed an independent existence; it is intelligible by itself. 
. . . Hence, in the second jfiace, it is as applicable, and as 
capable of any kind of justification, in relation to the single 
event, as to a series of events. In this respect ... it offers 
a complete contrast to our state of belief about any one 
contingent event.” ^ 

Mr. Shackle’s objections to the use of frequency-ratio probability 
may be summarized as follows :— 

(а) The decisions of entrepreneurs seldom form part of a long 
series of similar experiments; in any case the outside conditions 
never allow the same decision to be repeated in the same circum¬ 
stances. 

(б) Some decisions may be, in strict logic, unique; failure may 
deprive the entrepreneur of all opportunity to continue in his 
trade. He is a gambler who, having lost, must retire from the 
tables. 

(c) The possible outcomes of a given course of action are not, 
therefore, to be regarded as related, occurring with given relative 
freciuencies in a long series of experiments; but as wholly indepen¬ 
dent and mutually exclusive alternatives, arising from a single 
never-to-be-repeated set of actions. 

The first objection is perhaps hardly justified; it is not, I think, 
a necessary feature of frequency-ratio probability that a long 
series of experiments should in fact be carried out—only that it 
should be possible to conceive of such a series. In so far as 
entrepreneurs base their judgments of probability on “ general 
knowledge of the market —that is, on knowledge of similar but 
not identical ventures—a new clement of error or misjudgment is 
introduced. But the statistical device of regarding a sample as 
one of a hypothetical infinite series of samples drawn from the 
same population is not invalidated because that series is never in 
fact drawn. 

Nor is the second objection in itself final. If the entrepreneur 
was gambling at a roulette table, his choice could logically be 
based : (a) on the chances of given gains and losses, which can 
be brought within the framework of frequency-ratio probfibility, 
and (b) on the finality of losing his total resources—which might 
lead him to limit the size of his stakes. Again the theory could be 

^ Venn, The Logic of Chance, 3rd edition (1888), p, 168. 
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developed by adding an extra element to the data provided by 
frequency-ratio probability. 

But I think that Mx. Shackle is on sound ground in supposing 
that the application of frequency-ratio probability to economic 
decisions is forced and unreal. He would, I take it, agree with 
Professor Jeffreys, as far as economic applications are concerned :— 

“ My contention is . . . that in practice no statistician 
ever uses a frequency definition, but that all use the notion 
of degree of reasonable belief, usually without ever noticing 
that they are using it and that by using it they are contra¬ 
dicting the principles they have laid down at the outset.” ^ 

In fact, the probabilities wdth which the entrepreneur has to deal 
lie outside the field, of the frequency-ratio theory; the limitation of 
that field is very clearly discussed in Chapter VIII of Keynes’s 
Treatise on Probability, and indeed by Venn himself:— 

‘‘ In every case in wdiich we extend our inferences by 
Induction or Analogy, or depend upon the witness of others, 
or trust to our own memory of the past, or come to a con¬ 
clusion through conflicting arguments, or even make a long 
and complicated deduction by mathematics or logic, we have 
a result of which we can scarcely feel as certain as of the 
premisses from which it was obtained. In all these cases then 
we are conscious of varying quantities of belief, but arc the 
laws according to which the belief is produced and varied the 
same i If they cannot be reduced to one harmonious scheme 
. . . then it is in vain to endeavour to force them into one 
science.” - 

The use of the frequency-ratio theory, in fact, wn>uld force a 
distinction between an ideal system, theoretically capable of 
indefinite replication, and in that replication yielding given out¬ 
comes with certain definite frequencies; and the faulty judgment 
of the individual in estimating these frequencies and in drawing 
conclusions from them. This distinction cannot exist, for the ideal 
system is not mechanical—it contains elements such as the result 
of the next General Election, which is strictly unknown and can 
only be givefi a probability in terms of the judgments of fallible 
human beings. 

I am not, in fact, able to follow Keynes and Jeffreys in applying 
the terms “ rational ” or “ reasonable ” to degrees of belief. 
Judgments of the kind considered here arise essentially from the 
reaction of imperfect knowledge on fallible minds. No doubt we 
should look askance at the decisions of a lunatic; but I doubt if 
we can give any precise meaning to the idea of a perfectly rational 

^ Jeffreys, Theory of Probability, 1939, p. 300. ® Op. cit., p. 124. 
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mind making a unique best use of the incomplete knowledge 
presented to it. We are left, in fact, with no more than a set of 
entirely subjective assessments of probability, capable of formal 
measurement on a numerical scale by a single individual, but not 
of comparison between individuals.^ The calculation of a 
mathematical expectation in such circumstances seems a formal 
and irrelevant exercise. 

But if we reduce probability to this level, how does if differ from 
Mr. Shackle’s concept of Potential Surprise ? Clearly there is a 
one-one correspondence between the two; if the essence of our 
knowledge of probabilities is that we can place tlicm in order, this 
order of “ more or less probable ” corresponds to “ less or more 
surprising.” To the concept “ zero probability ” corresponds 
“ maximum potential surprise.” But the other bound of the 
potential surprise scale, ‘‘ perfect possibility,” corresponds to the 
highest probability in the series under consideration, whatever 
that may be. It will seldom be certainty; but I think it is obvious 
that the occurrence of the most probable of a series of outcomes, 
however low the measure of i)robability, must occasion zero 
surprise. The occurrence of any outcome with a probability loss 
than the highest must produce some surprise, however little; so 
that Mr. Shackle’s ‘‘ inner subset ” of hypotheses, all carrying zero 
potential surprise, must carry equal assessments of probability 
exceeding the probabilities of any hy[x)theses outside the subset. 
This he expresses by saying that they carry equal degrees of belief, 
superior to those of the hypotheses outside the subset. 

In one respect only might the probability formulation seem 
superior. The entrepreneur can manipulate his scale of pro¬ 
babilities in any way, provided that he keeps the ordering the 
same and provided that any exhaustive set of probabilities add up 
to certainty. There is no longer any need for “ twice as probable ” 
to mean “ twice as frequent in a long series of experiments ”; it 
can now be made t6 mean twice as attractive.” In his chapter 
on “ the application of probability to conduct ” Keynes puts the 
question :— 

. . . “ Whether the undesirability of a given course of 
action increases in direct proportion to any increase in the 
uncertainty of attaining its object, or whether some allowance 
ought to be made for ‘ risk ’ 2 

If we confine ourselves to that limited class of probabilitiesl3apable 
of numerical comparison between individuals, there is no easy 

1 See p. 94 above. * Op, ct^., 1929, p. 313. 
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answer to this question. But if, as I contend, probability in 
economics is essentially personal and subjective, doubling the 
probability can be made to mean doubling the attractiveness of 
unit gain. 

But, of course, precisely the same convention could be applied 
to potential surprise; and the value of the convention would in 
any case be rather doubtful. What do we mean by “ doubling the 
attractiveness ? It might mean making one unit of gain as 
attractive as two units were before. But are two units twice as 
attractive as one of the same probability ? We are back at the 
subjective nature of utility ; attractiveness may not even be 
capable of ordering,^ and it is doubtful whether it is worth giving 
it a numerical scale. I conclude that in economics the relation 
twice as probable’' usually means nothing at all; indeed, I 
doubt if it is often j)resent in our minds. 

In concluding tliat Mr. Shackle’s theory of })()tential surprise is 
eciuivalent to the only kind of probability lh(M)ry valid for economic 
hypotheses, 1 do not wish to minimise his great and fundamental 
service in forcing a clarification of our ideas. Indeed, since 
“ probability ” is V(^ry liable to hav(^ the wrong associations, I 
hope that his termirudogy will be adoj)ted. 

We now come to the centre of MLi*. Shackle’s argument. What 
functions of the probabilities or the potential surprise values, and 
of the outcjomes or their utilities, are used by the entrepreneur in 
forming his decisions ? It is quite inciJiieeivable that he should do 
what many writers imply, and form for each course of action his 
mathematical expectation of gain, choosing that course for which 
the mathematical expectation is highest. For clearly the gain 
would have to be computed in units of utility. The idea that an 
entrepreneur performs multiplication and addition or integration 
in his head, using two functions, neither of which possesses any 
objectiv^e numerical scale—or indeed, any scale consciously present 
in his mind at all—will not stand looking at. Such a process 
could hardly^ be subconscious, nor is it sufficient to suppose it 

* Seo p. 95, footnote 1. We can now complete the argument of that footnote 
by referring to Von Neumann and Morgenstem’s observation {Theory of Games, 
1947, p. 17) that an individuars utility scale can be made fully numerical provided 
that frequency-ratio probability is accepted. They add in a footnote (p. 19) : 
“If one objects to the frequency interpretation of probability then the two 
concepts (probability and preference) can be axiomatized together. This too 
leads to a satisfactory numerical concept of utility whicli will bo dificiissed on 
another occasion.” 1 have not yet seen the further discussion to which they 
refer, and 1 cannot therefore say whether it removes the ditliculty referred to in 
my earlier footnote. There would, of course, remain the difficulty that the 
human scale of preferences is neither complete nor logical. 
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purely accidental. It may or may not be rational, but, being 
impossible, it is profoundly uninteresting. 

The removal of this ridiculous idea, fathered upon economics 
by over-enthusiastic mathematicians, leaves the field clear for new 
suggestions. Consider a single-humped frequency distribution, 
whose “ centre ’’ we are trying to find. We lack the arithmetical 
ability to find the mean—equivalent to the mathematical expect¬ 
ation. Our simplest and most obvious choice is then the mode, or 
peak of the curve. This is Mr. Shackle’s choice, except that ho has 
in mind two distributions—^the attractiveness of different gains, 
and the disagreeableness of different losses. Each will quite 
commonly have a single-humped distribution, or at least will 
have one peak higher (or trough lower) than the rest. Mr. 
Shackle fixes his intention on the highest peak and the lowest 
trough. 


Agreeable stimuli 



I think that the picture above fairly represents the form which 
common sense would suggest for a stimulation function. What 
we have to do is to find parameters, capable of immediate appre¬ 
hension by the mind, which in some sense represent or sum up this 
form. It is clear from the figure that, if the process of finding a 
moan or mathematical expectation is ruled out, we can hardly 
usefully work with less than two parameters. But the process of 
balancing possible gain against possible loss is so familiar to the 
human mind that a solution involving just two parameters is very 
attractive. Let us consider some possible answers. 

(a) Mr. Shackle’s answer follows logically from two principles : 
that losses and gains are to be considered separately : ahid that 
the greater stimulus eclipses the less. The first principle follows 
naturally from our search for two parameters, but it is perhaps 
just worth mentioning that some unformed and injudicious minds 
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might focus attention on a single maximum stimulus—the vision 
of the gain 0 obliterating the lesser fear of the loss L. We should 
describe such people as “ foolhardy ; it is perhaps reasonable to 
suppose that the attitude is not common among entrepreneurs. 
The second principle apj)eals to Mr. Shackle, I think, as the 
logical result of the mutual exclusiveness of outcomes. He rejects 
the addition of ex])ectations of alternative outcomes, and his own 
principle represents the other extreme. 

This is the simple and obvious answer, but it leaves in the mind 
a slightly uneasy feeling that human beings are not quite logical 
enough to aj)p]y it—or perhaps not quite definite enough in 
their assessments of stimulus. Having picked on the outcome 
offering the greatest stimulus, is there no sideways glance at the 
less attractive possibilities ? ^ Is it immaterial whetlier the stimu¬ 
lation curve descends sharply from its peak, or tails off slowly over 
a wide range of outcomes ? 

(6) Another possible answer would be to take the bounds A 
and B of the ‘‘ perfectly possible ” range, thus avoiding the 
paradox pointed out by Mr. Harrod,^ that Mr. Sliackle’s notion of 
focus-outcomes “ assumes the individual to guide his conduct by 
reference to outcomes which he expects not to happen.” Such an 
answer involves the assumption that the entrepreneur divides the 
stimuli he receives, as he considers various hypothetical outcomes, 
into substance and dream; and reject's as dreams those stimuli 
wliich arise from a result which would surprise him if it occurred. 
He focuses attention, therefore, on the greatest stimuli consistent 
with the out comes seeming ‘‘ perfectly possible.” 

(c) The use of the full range EF could hardly be justified; but 
we i^erhaps ought to consider two si>ecial possibilities :— 

(i) The. Cautious Trustee, He admits to his mind, when 
he is forming a decision, no dreams of surprising gains; but 
he takes into consideration possibilities of loss which would 
surprise him. In an extreme case his focus-points might be 
E and B —the worst conceivable loss and the best perfectly 
possible^gain; perhaps more usually he might concentrate on 
L and B, He can, of course, be fitted into the Shackle 
scheme by assigning zero stimulus to all points above B, 
But it might seem reasonable to separate stimulus from 

^ It is possiblo to set up rudimentary entrepreneurial experiments in which it 
is quite certain that regard is had to outcomes other tlian the focus-outcomes. 
This is suggestive, but not final; for as wo pass from simplified experiments to 
the real world, it may be that the human mind finds it increasingly necessary to 
concentrate or focus its attention on a single gain and a single loss, as the only way 
of reducing its chaotic thoughts to seemly order. 

' Shackle, p. 20. 



104 THE ECONOMIC JOUBNAL [MABCH 

decision—the gain of 6r is a dish to make the mouth water, 
but on principle one refrains from tasting it. 

(ii) The Mug. He is first cousin to the foolhardy 
individual mentioned under (a), differing only in admitting 
to his mind thoughts of “ j)erfectly possible ” losses. His 
focus points are A and jF or ^ and G. 

(d) Both the solutions (6) and (c) assume that, having received 
a stimulus, the entrepreneur closes a door in his mind and refuses 
that stimulus admittance to the chamber of decision. Let us now 
suppose that, having present in his mind the perfectly possible ” 
outcomes A and jB, he admits all the surprising ’’ outcomes 
which are not inferior, in respect of the stimulus they offer, to A 
and B. In Mr. Shackle’s scheme the tallest of the new-comers, 
0 and L, immediately monopolise attention. But if we are to 
admit the illogical sideways glance at other possibilities, might it 
not be at the outer points C and D, which are just as stimulating as 
A and B ? Some such choice might be justified by supposing the 
entrepreneur extremely vague about stimuli outside the range AB. 
He might find difficulty in combining utility and potential surprise 
to form the stimulation function, and thus be unsure of the position 
of the modes 0 and L. But we might suppose him as roughly 
marking out a range of outcomes ‘‘ at least as attractive ” as the 
outcome B, which would serve as a fixed point for comparison, and 
focusing attention on the outer point D of this range, which might 
be easier to identify (and therefore more present to the mind) than 
0. This scheme may seem somewhat far-fetched, but something 
like it seems to be needed to give expression to one’s instinctive 
desire to give some importance to the dispersion about the mode. 

The interesting thing about this solution, however, is that it 
gives the same results as (6) : for the standardised focus-outcomes 
in both cases are A and B, and the two solutions therefore map 
out the same points on the gambler indifference map. The two 
can be regarded as alternative ways of bringing the mind to the 
same conclusion; so that the apparent attention given to dispersion 
in solution (d) is largely illusory. It is not, in fact, obvious how 
we can bring dispersion into a two-parameter system; and the 
discussion of three- and four-parameter systems, even if it could be 
true to nature, would lie beyond the compass of this article. 

All these alternative solutions are founded upon Mr. Shackle’s 
ideas, in that they m\ro\ve^ focus-values ; and here his contribution 
is fundamental. A final exam])le will suggest the wide range of 
subjects which now require re-thinking. The publication of Von 
Neumann and Morgenstern’s Theory of Games and Economic 
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Behavior was an event in the economic world,^ since it 
opened up a new understanding of the nature of bargaining in 
small groups. But the keystone of that theory is the proof that 
the zero-sum two-person game is always “ strictly determined,” 
and this proof depends on the possibility that the players may vary 
their “ strategies ” or schemes of play from game to game accord¬ 
ing to certain probabilities. In other words, the theory makes 
essential use of frequency-ratio probability. It does not follow 
that its applications to economics wdll be invalid, but clearly the 
whole theory will require careful reconsideration. 

C. F. Carteb 

Emmanuel College, 

Cambridge. 

^ See J. R. N. Stono, Economic Jottrnai., Juno 1948. 



REVIEWS 


Le systeme monetaire de Bretton Woods et les grands problemes de 
Vapres-guerre. By Prof. Robert Moss^ . (Paris : Librairie 
du Recueil Sirey, 1948. Pp. 156.) 

In this elegant and lucid super-pamphlet Prof. Moss6, who was 
a member of the French Delegation to the Bretton Woods Con¬ 
ference, sets himself a three-fold task : first, to give a critical 
exposition of the Articles of Agreement of the International 
Monetary Fund ; secondly, to giv^e an account of the functioning 
of the Fund in tlie face of post-war monetary problems as these 
have actually developed; and thirdly, to make some suggestions 
for changes in its constitution and practice which would enable it 
to play a more active and constructive part in combating present 
difficulties. 

The preliminary task of exposition is brilliantly performed. 
In Prof. Mosse’s limpid and persuasive French the crabbed and 
Rabbinical clauses of the Fund Charter are dissolved like lum})s of 
ice in warm milk, and the Plan, whatever its defects, assumes a 
coherent and easily intelligible shape. 

To its defects, in general conception and in detail, Prof. Mosse 
is anything but blind, bringing to bear on them, as is natural, the 
viewpoint of a good European and a member of a nation which 
was certain to stand in need of lavish post-war help. In consider-. 
ing his criticisms, let me dispose first of two matters in one of 
which he seems to me to be inaccurate and in the other, like 
certain British critics before him, to bo definitely if unintentionally 
unfair. (1) The central obligation of membership (not ‘'to 
impose restrictions on the making of payments and transfers for 
cuiTent international transactions,’’ Article VIII, 2(a)) was not, 
as is suggested on p. 39, understood by the Americans or anybody 
else to carry the obligation to abolish centralisation of exchange 
dealings. It was well understood that some countries would 
continue to operate centralised systems even after the end of the 
transitional period; and the obligation was to operate them in 
such manner as to preserve effective convertibility. (2) The 
provision (Article VI, 2) permitting “ creditor ” countriesito have 
recourse to the Fund for financing capital transfers was not, as 
suggested on p. 26, a valuable privilege selfishly claimed by the 
creditor ” countries, but an attempt on their part to contribute 
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towards what Prof. Mosse elsewhere recognises to have been a 
most desirable objective-^that of getting strong currencies back 
into the Fund. This clause encourages a “ creditor country 
desirous of doing long-term foreign investment to do some of it in 
a manner which will replenish the Fund with its currency. 

This misunderstanding occurs in the course of one of several 
passages in which Prof. Mosse strongly criticises the various 
special rights accorded in Article XII to “ creditors ’’ in the Fund 
and the various limitations and charges imposed in Article V on 
the operations of ‘‘ debtors/’ and roundly dismisses the whole 
concept of ‘‘ creditors ” and “ debtors ” which underlies these 
provisions as inconsistent with the professed character of the 
Fund as an association of equal members, mutually exchanging 
currencies of equal status. Obviously the provisions in question 
are debatable, as indexed they were debated, in detail. But I 
venture to regard Prof. Mosse’s attitude as somewhat pedantic 
and unrealistic. On tlie point of form, the creditor-debtor aspects 
of the scheme to which he objects w'ould have been even more 
prominent in the Clearing Union set-up which he would apparently 
have preferred. And on the point of substance, it is rather easy 
to forget that when the Joint Statement of Principles (Cmd. G519), 
of which the Fund Charter was an elaboration, was drawn up, 
even UNRAA was in its earliest infancy and not only the Anglo- 
American Loan and Marshall Aid but even the Fund’s own yoke¬ 
fellow the International Bank—even the definitive cancellation 
of Lend-Lease—w^ere all still in the womb of time. However 
much the authors of the Fund might desire to be building for a 
“normal ” future, th(\v could not ignore the danger that their 
infant would be subjected to excessive pressure in its early days. 
In these circumstances it was not only the “ creditors,” it w^as the 
serried rows of hungry “ debtors ” who sat round the Brett on 
Woods table who needed protection—protection from each other’s 
potentially limitless voracity ! Prof. Moss6's tw^o charges—that 
“ dollar shortage ” w^as not foreseen, and that too much care was 
taken to protebt the limited supjdy of dollars then in sight, surely 
go some way towards cancelling each other out. 

Critical as he is of many of the original concepts of the Fund, 
Prof. Moss6 writes appreciatively of its endeavours to soften those 
concepts in practice and to adapt its policies to the exigencies of 
the uneasy world into which it found itself born. His account of 
its principal public shindy, that with the Government of France 
in 1947-48, is instructive and fair-minded; and he gives it due 
credit for its services as a forum of international discussion and 
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for the enlightened opportunism of its attitude towards the sur¬ 
vival of exchange controls and towards the fixing—and the keeping 
unfixed—of exchange rates.^ And there is evidently a prima 
facie attractiveness about his contention that it should now cease 
to wait for a ‘‘ normal world that is so long in being born, and 
should undergo such changes as are needed as to enable it to throw 
its weight more effectively into the battle with what has turned 
out to be the most spectacular economic problem of our time—the 
continuing lack of balance between the dollar and the non-dollar 
regions of the free world. 

In commenting on Prof. Moss6\s specific proposals, one must 
remember that they were put forward before the devaluations of 
September 1949 and the accompanying Washington conversations 
had turned the spotlight on new dangers and new hopes. Never¬ 
theless, one must judge their usefulness in the light of these later 
developments. That being so, they seem to me to be of such a 
character as to inspire grave doubts. For they are founded upon 
two assumptions which I personally should be loath to accept. 
The first is that the “ planification ” of foreign trade by 
“ economies cloisonnees et nationalement dirigees,'' moved only in a 
minor degree by considerations of price (pp. 121 -2, 127), must be 
accepted as a permanent feature of the environment in which the 
Fund will have to work. The second is that an attempt can use¬ 
fully be made by means of automatic gadgets to bring home to 
creditor countries their undoubtedly grave responsibilities. From 
these two roots springs the great idea (not unfamiliar to readers of 
some of the publications of the London Chamber of Commerce)., 
The rules of the Fund, says Prof. Mosse, should be so altered as to 
compel those members whose currencies are becoming scarce in the 
Fund to buy up the abundant currencies and use them for planned 
purchases of “ additional ” imports or investments, under penalty 
of the money becoming invalid {perimer) if not so spent (p. 133). 
Alternatively, but^as a second best, the Fund should endeavour 
to sell redundant currencies at cut rates to countries prepared to 
use them for the organised purchase of ‘‘ additional ’’ imports 
(p. 134). And the scope for such transactions should ultimately 
be increased (this part of the programme is sketched in rather 
vaguely) by turning the Fund from a lender of last resort into a 
general clearing-house for all transactions betw^een national 
exchange authorities une sorte de super-centrale des ^emses,'' 
p. 129). Meanwhile it should play an active part in the promotion 

^ He tinderesiimates, I think, the inconveniences of a floating exchange rate 
as anything but a very temporary expedient. 
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of intra-European trade by guaranteeing a European clearing 
system (p. 138). 

No one would deny the reality or the difficulty of the problems 
with which Prof. Mosse is concerned. It is certainly to be desired 
that the nations of Europe should somehow become more efficient 
laundrymen for each other’s washing, provided onty that that does 
not militate against their becoming more efficient bootblacks for 
the dollar world; and it may be that the Fund will feel moved, 
and find means, in due course to give more help in fostering the 
former process than, given the existence of E.R.P., it has hitherto 
seen occasion to do. But it may also well be that in this sphere 
of intra-European commerce the time is ripe and the omens 
favourable for a decline rather than an increase in the intensity 
of the “ planification ” of foreign trade, and in that case it would 
be a pity to undertake a thorough revision of the Fund Charter 
based on tlie opposite assumption. Looking across the Atlantic, 
it is indeed essential that tlu^ dollar world should learn to acquiesce 
with a good grace in having its boots blacked. But the recognition 
of creditor responsibilities is a plant of tender growth, in 
constant peril from the vested interests of private businesses, 
labour unions and Government Departments, and needing much 
firm but tactful cultivation by the enlightened statesmen and 
publicists who realise its necessity. I cannot but think that their 
task would be immensely ham])ered by an attempted revision of 
the Fund Charter which could be not untruthfully re])resented as 
an attempt to bludgeon tlic American people, on pain of losing its 
money outright, into organising gigantic schemes of State pur¬ 
chase, in which it does not believe, of over-priced commodities 
which it does not want. 

During one of the preliminary discussions in 1943 of the 
abortive Clearing Union, someone evolved and handed secretly 
round the table (or part of it) the following quatrain : 

The problem of working this document out 
Is rendered acute by a troublesome doubt:— 

Ought we to love, honour, cherish and thank or 
To kick on the backside the blokes who hold bancor ? 

That dilemma, in new forms, still perj)lexes the European 
mind. In Prof. Mossy’s final proposals, as in his initial criticism 
of the Fund Charter, I cannot help finding rather too strong a 
strain of that natural impulse to plant kicks on the backsides of 
one’s benefactors which at times overcomes us all, but which a 
wise statesmanship will seek to sublimate, so far as may be, into 
an earnest endeavour to pay our own way, even at the cost of 
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some disturbance to our established habits of life and our 
cherished ideological shibboleths. 

D. H. Robektson 

Trinity College^ 

Cambridge. 


British War Economy, By W. K. Hancock and M. M. Gowing. 

(London: His Majesty’s Stationery Office. 1949. Pp. 

xvii + 583. 21^.) 

This first volume in the United Kingdom Civil Series of 
Histories of the Second World War will stir many nostalgic 
memories in the breasts of English, and perhaps also American, 
economists. Any review must begin by paying tribute to the 
tremendous labours of the authors and the remarkable picture- 
that they have presented of the immensely complex ramifications 
of the economy at war. Indeed any reviewer must fear that his 
own very natural criticisms of some of the authors’ conclusions 
may spring from a failure to have achieved in war-time the 
detachment and the synoptic view which the authors, without the 
same responsibility for detail in particular fields and without the 
dangers of departmental loyalties, have so clearly aimed to attain. 

Yet in a sense, if one major criticism of this book is to be made, 
it is that it does not make it easy for its readers to achieve that 
synoptic view. In the first place, as the Preface frankly admits, 
this is not an exhaustive picture of the war economy. It is 
described by the authors as “ a central [view]; it might be called 
the War Cabinet view or—for the crucial middle period of the 
war—^the view of the Lord President’s Committee.” But it is 
only in a limited sense a view as wide as that. For the Lord 
President’s Committee (and still more the Cabinet) was a group, 
of ministers who met to transact business in a certain field, but 
came to it equipped with knowledge of the progress and the 
problems of the \rar in a much wider field. This volume marshals 
the problems with which those Ministers dealt, but it does not 
marshal the full knowledge that was in their minds in dealing with it. 

And, in the second place, one very important aspect of the 
war economy is not here reviewed. The whole of the problems 
of war production are reserved to be handled in a volume which 
Professor Postan is writing. This may have been inevitable. 
But Professor Hancock has not hesitated to draw on^the work 
of other war historians for his treatment of the central problems 
of manpower, of food and agriculture, of shipping and, to a rather 
less extent, of raw materials. The result has been that we see 
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here the negative aspects of the story, the release of resources 
for war, but we do not see them in close relation to the positive 
side of the development of war production. Nor do we see as 
one single problem the central issue of the maximum concentration 
of effort upon the enemy, with its related problem of how 
“ capitalistic ” the war should be—how a balance could best be 
struck between larger numbers in the forces and larger equipment 
per head with greater intensity of munitions production. Thus 
the whole central picture will emerge only when Professor 
Postan’s volume appears. Even then it is not clear whether we 
shall have a single synoptic view of the economic war effort in 
all its aspects. 

I have deliberate!}" stressed this because to my mind one of the 
key problems of economic administration in war is the provision 
of adequate information at the centre to enable the major central 
decisions to be taken wisely. The machinery of co-ordination 
receives little discussion in this volume, but if the history is in 
any sense intended to glean lessons for future war administrators, 
these were lessons tliat were w'orth putting on record. 

Curiously the difficulties that beset anyone who needs to 
form a s}Tio})tic view are almost perfectly exemplified by the 
book itself. Its architecture is partly chronological, it is partly 
also topical. The chronological division breaks the book into 
fiv"e parts : a perspective of the Napoleonic Wars, of 1914—18, 
and of the pliases that led up to the outbreak of war in 1939; 
the nine months down to Dunkirk; the period from Dunkirk to 
Pearl Harbour; Pearl Harbour to Normandy; and finally, the 
period after Normandy and the first thoughts on the problems 
of reconstruction. Within this chronological division we have 
the various topics—manpower, transport, finance, civilian 
standards, inter-allied co-operation—discussed in relation to 
each period. Thus there are five discussions of manpower, 
if one includes the discusvsions of 1914-18 and of the post-war 
problems of transition. But each is in large measure self-con¬ 
tained, and i^ome of the periods—particularly that from Pearl 
Harbour to Normandy—cover what is not only a long time 
measured in years, but also a number of very varied pha^ses of the 
war. It is very far from easy, even for one who lived through 
these events in the midst of the machine that Professor Hancock 
is describing, to re-create for himself the full situation of March 
1941, or of July 1942, or to remember what exactly were the 
problems of expansion of war effort or of inter-allied planning 
that were paramount at each of those moments. Yet without 
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the full picture it is impossible for any reader, in the midst of a 
discussion dealing only with manpower, to make up his mind 
whether Professor Hancock is right or wrong in castigating as 
severely as he does the Board of Trade for excessive zeal in con¬ 
centrating industry when tlie demands for manpower did not 
(as he holds) justify it. Again, is Professor Hancock right in 
castigating the Joint War Production Staff for wishing to see the 
possible scales of mobilisation of the forces and munitions in the 
early autumn of 1942 before the results of the count of unemploy¬ 
ment books was available ? What programme decisions or what 
Anglo-American discussions were at issue? Again, is Professor 
Hancock right in holding that we were unnecessarily alarmist 
about imports and stocks in 1942 and the spring of 1943 ? Can 
his historians really estimate ex-post the minimum insurances in 
the form of stocks which the Ministry of Food ought to have 
demanded ex-ante ? He himself, on p. 434, seems in only half¬ 
hearted agreement with the views of the historian of Food Policy 
quoted on pp. 432-3. 

I have instanced these cases taken at random, because in all 
three my own judgment was, and remains—^very possibly wrongly 
—opposed to the verdict of the historians. It is always sesthetic- 
ally and intellectually desirable not to attempt to move the 
administrative machine faster than it can decently deliberate, 
digest and operate. But there were moments in the war when 
the machine had to be shaken out of its lethargy. It is strange 
that the authors, who are patently shocked by the lethargy of the 
first nine months, seem at moments to be equally shocked by 
excess of zeal. 

This impression is perhaps heightened by one curious feature 
of the history. War, whether one likes it or not, is essentially a 
competitive struggle. We were fighting the Germans. Our 
task was to mobilise more thoroughly, to employ our resources 
more wisely, to distribute th^m more effectively, to bring them to 
bear on the enemy more violently. Did we do so ? The answer 
is not to be found here. The German economy at war and its 
achievements receive scant mention. When comparison is 
made, it is made rather with our Allies. Our own mobilisation 
is compared and contrasted with that of the United States in 
considerable detail, but in the end with little profit. For the 
essence of the activities of the United Kingdom and thf United 
States was that they were complementary; our mobilisation 
of resources in the forces and munitions would have been less if 
they had not retained the resources in agriculture to feed us, 
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and in other industries to minister to many of our civilian needs. 
I very much hope that before the war histories are completed, 
room will be found for a comparative analysis of the Axis and 
Allied war economies. First attempts at measurement have 
been made by Professor A. J. Brown, Mr. Kaldor, Dr. Morgan, in 
a review printed below, and by others. I think Professor Hancock 
is, moreover, a little conservative in suggesting that we do not 
(and did not in war-time) know within reasonable margins of 
error the real sources of our own war effort. If the purists of the 
Central Statistical Office were reluctant to make estimates, we 
had, and used without benefit of clergy, less official estimates. 
Mr. Kaldor’s reviews in the Economic Journal of the first two 
National Income White Papers illustrate what could be done in 
this way. 

What are the chief impressions that this critical study of the 
economy at war leaves on one’s mind ? The most powerful 
impression is undoubtedly the missed opportunities of the last 
years of the peace and the early months of war. It is almost im- 
])ossible to understand why no one heeded Sir Arthur Salter, and 
no substantial reserve stocks of timber, iron-ore and steel, and of 
the bulk foods, particularly wheat and sugar, were built up. In 
retrospect the bungles of those who attempted before tlie war to 
foresee our shijiping problems and our railw^ay problems of port 
clearance are largely to blame. It is almost equally impossible to 
re-create in one’s memory a coherent picture of the world in the 
first nine months of war, of the lack of determination and leader¬ 
ship, the self-created obstacles wdiich melted aw^iy after Dunkirk, 
the loss of precious time wdiich wc could in no sense afford. 

Of the odd problems of that period, tlie history does little to 
solve what I liave always regarded as tlie oddest. Why did we 
devalue the pound by 14% at the outbreak of war ? Many of the 
early difficulties of inflation, wage increases and the like flowed 
from that action. Far too much of the thought and effort of those 
who should have been converting the economy to w^ar w^ero 
temporarily misdirected into dealing with the consequences of 
devaluation. W’^as it a deliberate action, or wrs it wiiolly un¬ 
expected and inadvertent ? 

The other chief impression that remains is the extraordinary 
difficulty of judging ex-anie the potential scale of the w^ar effort. 
Already in 1940 the Chancellor of the Exchequer is nervous that 
it is being pitched too high and that inflation is a danger to be 
greatly feared. By 1942 we are convinced that we have almost 
reached maximum mobilisation. Yet by 1943 we have found 
No. 237— VOL. LX. I 



114 


THK BCONOMIC JOTTBKAL 


[MABCH 


over a million more men and women for the forces and munitions. 
By 1943 we were certain that mobilisation was past its peak. And 
in a sense it was; the total of the forces and munitions declined 
slightly by 1944. But if the casualties of the year are added, 
the total withdrawn from other employment was still increasing. 
If there is a moral, it is surely that a country that has leadership 
and determination can go far beyond the sober calculations of 
peace-time statisticians, and can continue to scrape the barrel 
when all the evidence shows that it is empty. But above all the 
moral is surely that we can never exaggerate the value of the 
leadership of Mr. Churchill, when allied to the wisdom and 
unifying skill of Sir John Anderson. 

There is one major question about this history which will, I 
know, be hotly debated by all who served in the Civil Service 
during the war. It is a criticism not of Professor Hancock and Mrs. 
Gowing, but of the rules imposed upon them from above. 
Throughout this history, ministers, or a few of them at least, 
have a corporeal existence. Maynard Keynes intermittently and 
illegally refuses to be disembodied. Civil servants are phantoms, 
and their actions are the mere implementations of ministerial 
policies. But no one who lived in Whitehall will be deceived by 
this. I shall say flatly that 1 regard an attempt to write the 
central history of the British War Economy without naming 
Edward Bridges, Norman Brook, Wilfrid Eady, John Henry 
Woods, Godfrey Irice, Cyril Hurcomb, and among our economists 
Lionel Robbins, John Jewkes, James Meade, Arnold Plant, as 
the purest nonsense. Ho the historians propose to emasculate, 
military history and conceal Montgomery, Alexander and Wavell 
on the ground that they were carrying into effect the policies of 
the Minister of Defence? The w«ar economy grew into its shape 
and achieved its vitality through the energies and vision of these 
men. Let us openly recognise how much the country owes to 
them. 

Austin Robinson 

Sidney Sussex College, 

Cambridge. 

Problems of Socialist England. By Bebtband be Jouvenbl. 
Translated by J. F. Huntingdon. Foreword by Geoefbby 
Cbowtheb. (London : The Batchworth Press, 1949. Pp. 
xvii + 221. 128. Gd.) 

This is a first-rate book. M. de Jouvenel visited England 
after the end of the war and observed the post-war political and 
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economic scene. How easy it would have been for him, like so 
many of us here, to observe the trees and miss the shape of the 
wood; but this he has most successfully avoided. His book is not 
overburdened with detailed studies of particular English problems, 
but, in the opinion of the reviewer, it brings out clearly and sharply 
the essential problems which we in this country have to face. 

The author visited this country in the autumn of 1940. His 
first chapters give his impressions of England at that time ; later 
chapters bring his story up to the crisis of the summer of 1947 and 
the suspension of convertibility of sterling; and finally an Epilogue 
is added in this English edition of his book after the author had 
revisited England in the autumn of 1948. 

What then are the salient features of our present position which 
M. de J oil vend brings out so clearly? 

First and perhaps foremost, he makes it clear that it is the 
changes in the external position of the United Kingdom rather than 
any Hpecifically internal ])roblems or experiments which are of 
fundamental importance to us. Politically tliis country was left 
after the war wit h no major power in Western Kuroi)e to share the 
front-line resistance to the totalitarian threat from the East of 
Europe. Moreover, this change in Europe has (occurred at a time 
when in the Far East and elsewhere peoples who constituted 
])art of the political and economic empires of Western Europe and, 
in particular, of this country have grown to full independence. 

And this shift of external political power has coincided with a 
most profound shift in the external economic jiosition of tlie United 
Kingdom. It is becoming increasingly difficult for anyone in this 
country to ignore the problems presented by our changed balance 
of payments po.sition. But it shows wisdom when in 1946 a 
visitor to this country could assess so clearly as did M. de Jouvenel 
the extent to wdiich the solution of our external problem must take 
precedence over all our internal problems if we are to preserve our 
standard of living and our greatness. 

Second, M. de Jouvenel brings out clearly how the ideas (or 
might one not say ‘‘ myths ” ?) on which much of our post-war 
economic policy has been based are those wdiich Lord Keynes was 
preaching during the 1930s. An economic philosophy which w^as 
devised to deal with the world’s worst deflation has been power¬ 
fully at work in the formation of economic policy during a period 
of intense inflationary pressure. And the prevention of mass 
unemployment has been the basis of much action during these 
years when the unemployment percentage has in fact been l \%— 
or onty one half of the figure which even the sanguine Lord 
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Beveridge considered to be the barest working minimum. M. de 
Jouvenel suffered from no illusions even in 1946 when he considered 
the inappropriateness of this philosophy. In his Epilogue written 
in 1948 he did himself, like many others, suffer from the illusion 
that Sir Stafford Cripps’ Budget of April 1948 marked the end of 
the excessive inflationary pressure in this country and of the 
economic philosophy which went with it. Alas, alas, events have 
proved his judgment on this matter to have been seriously at fault. 

Thirdly, M. de Jouvenel realises dearly (unlike some American 
Senators and some British Members of Parliament) that the 
nationalisation of coal, transport, gas, electricity and even iron 
and steel is almost completely irrelevant to the solution of our 
most immediately pressing problems such as the balance of pay¬ 
ments deficit. Indeed, so convinced was he on this point that in' 
the first edition of his book he simply omitted to mention the 
subject at all; and he mentions it in his later remarks only in 
order to explain that this omission was due to his belief that tl\e 
matter was an irrelevancy. 

It would be unfortunate to close this review on a note which 
might suggest that M. de Jouvenel has written a book simply on 
“ Problems of Post-War England.'' His book is in fact called, 
and rightly called, “ Problems of Socialist England." Reading 
between the lines of this book one can surmise that the author's 
English friends are to be found on the left " rather than on the 
“ right " in politics and that his sympathies are fully engaged in 
the Social Democratic experiment which the Labour Party is 
conducting in this country. Perliaps it is not to read too much 
between the lines of his book to suggest that the author would fully 
agree that the State should intervene in economic affairs for such 
broad purposes as the prevention of general inflations or deflations 
of total demand and the attainment and maintenance of a tolerably 
equitable distribution of income and property. 

But what he certainly dislikes is the tendency on the 
“ left " to supersede the working of the price mechanism and of 
ordinary economic incentives by direct controls which are bound 
in the end to lead to inefficient rigidity and to threaten progressively 
the freedom of the individual. Nor is he at all unaware of, or 
content with, the great and growing power of large trade unions, 
of vast industrial corporations (whether private or public) and of 
that final Leviathan, the State itself, over the individifeil citizen. 

Is it a dream that the State might be able to achieve its 
legitimate broad economic objectives without any excessive 
apparatus of deadening “ direct controls," but merely by exer- 
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cising such an influence over the price mechansim as to give the 
individual the incentive to‘ do freely what is in the social interest ? 
That, at any rate, is the reviewer’s own pipe-dream. But let 
M. de Jouvenel speak for himself (page 196) :— 

-If, as 1 have suggested elsewhere, [UEconomie dirigee, 
1928), a planned economy in a desirable shape is possible, 
it must be one which makes profitable to the individual what 
is of advantage to society, so that lie brings to the service of 
Society the entire stock of energy with which he seeks 
naturally to satisfy his own needs. A planned economy is a 
good thing when it makes social action materially rewarding, 
so that a man’s own personal interest leads him to achieve 
it—becomes disastrous when it divorces social action from 
jiersonal interest, and creates a state of things in which the 
commands laid on the individual arc in flat contradiction to 
wliat it pays him to do. When that hajipens, it follows 
inevitably that individuals tend to do not what they are told 
but what is of advantage to them : and they embark on 
various illegal activities which are demoralising in their effect 
on character. Also it follow^s that Power must try, by 
methods of constraint, to force its subjects into the form of 
activity which it has imjiosed on them. The ])olice and the 
black market darken the land.” 

Perha])s the author’s French background has coloured some- 
w^hat the above expression; but for all that is not the judgment 
essentially correct ? 

J. E. Meade 

London School of Economics. 


Problems of Economic Phinning. By 15. F. M. Dubbin. Fore¬ 
word l)y the lit. Hon. Clement R. Attlee. (London : Rout- 
ledge and Kegan Paul, 1949. Pp. x 214. 15^.) 

The Socialist Tragedy. By Ivon Thomas. (London : Latimer 
House, 1949. Pp. 254. 106\ 6d.) 

The Principles of Economic Planning. By W. Arthur Lewis. 
(London : George Allen and Unwin and Dennis Dobson for 
the Fabikn Society,-1949. Pp. 128. Is. (jd.) 

Evan Dubbin for many years uj) to his recent and tragic 
death had been the main philosopher of Democratic Socialism 
among the active members of the Labour Party. Mr. Ivor 
Thomas sees a head-on clash between Democracy and Socialism, 
and, as he leaves the Labour Party, dedicates his book : “To all 
Social Democrats in the hope that when confronted with the choice 
between socialism and democracy they will choose democracy.” 
Professor Arthur Lewis writes a short book for the Fabian Society 
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a reform of inheritance which will diminish inequalities of inherited 
wealth without drying up tlie mainsprings 'of the market 
mechanism ? 

Second, there is the argument that the free market will not 
take into account many social costs and advantages in under¬ 
taking certain lines of production (cf. p. 51). But cannot the 
modification of the free market by taxation or subsidisation where 
there are important divergences between the social and the 
private net advantage achieve as near an approximation to the 
ideal as the rather stultifying habits of planning on too large 
a scale ? 

Thirdly, there is the very important argument (p. 53) that 
socialisation will increase productivity by altering the attitude 
of the worker to his job when he no longer feels that he is merely 
working for someone elso’s profit. But are not there other means 
of achieving workers’ interest in, lo^’^alty to, control of, and even 
ownership of, the individual businesses in which they work 
without leading to state-owned monopolies ? 

If progress can be made m an economic policy for the ‘‘ left ” 
which does not ultimately involve the extensive state ownership 
and large-scale planning of most of industry, the whole sting would 
be removed from Mr. Ivoi Thomas’s critique of the policy of the 
labour government. Much of Mr. Thomas’s book must be regarded 
as partisan polemics. The reviewer, for example, cannot take 
very seriously the account of the way in which in Russia in 1917 
the Mensheviks were defeated by the Bolsheviks as evidence that 
social democracy in the United Kingdom in 1949 inevitably leads 
the same way as communism. But there is, nevertheless, a very 
powerful economic argument in Mr. Thomas’s book : Socialism 
means nationalisation (p. 22); state ownership means the end of 
incomes from property and of private ownership of property 
(p. 26); this means tlie end of the profit motive as the mainspring 
of economic incentive, and all industrial activity must therefore 
be planned and directed by centralised decision (p. 27); and 
some element of i)rivate property and of competition among 
employers is desirable since “ it i)rcvents an excessive concentra¬ 
tion of power in the hands of the state ” and enables people “ to 
pursue courses tliat they would not be able to pursue if they were 
tenants of a universal landlord or the servants of a universal 
employer” (p. 124). ^ 

To the present reviewer at least there appears to be much 
sound sense in this criticism, though Mr. Thomas is not so con¬ 
vincing when he goes on to argue that socialisation necessarily 
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means the end of consumers’ freedom of choice (p. 130). Indeed, 
much of Evan Durbin’s bpok is concerned with showing that by 
adopting a suitable pricing and costing policy socialised enter¬ 
prises could follow consumers’ choice as well as private enteri)rises. 

Professor Lewis’s book suggests the way out for the liberal- 
minded members of the Labour Party. He believes whole¬ 
heartedly in the necessity for the State through its monetary and 
fiscal policies to preserve a high and stable level of monetary 
demand for goods and services in general and so on the one hand 
to acliieve a high level of employment and on the other hand to 
avoid the evils of inflation; ho advocates measures such as the 
reform of inheritance laws, a ca])ital levy and greater equality 
of educational and social o])portunities, to remove the worst 
inequalities without relying too heavily u})on stultifying ration¬ 
ing schemes or the prohibitive taxation of earnings; lie argues 
cither for the socialisation of large monojiolies or else for “ trust- 
busting ” and other social controls over business to jirevent the 
formation of monopolies and the growth of restrictive business 
practices. But for the rest he Avishes to get rid of direct controls 
over business and to minimise the field of socialisation; he desires 
to restore the market mechanism and the constructive forces of 
competition and private initiative; and he proposes that what 
particular interventions are still m^cessary in the social interest 
should take the form of taxes or subsidies to discourage or to 
encourage particular activities rather than direct prohibitions, 
quantitative controls or detailed bureaucratic regulations. In 
short, in his own ex])ressh"e phrase, he wishes to plan by induce¬ 
ment and not by direction. 

It would be wrong to give the impression that Professor 
Lewis’s book is a short philosophical essay on first, jirinciplcs. Far 
from it. In the very brief com])ass of 128 pages tlie author 
manages to a]q3ly these princijiles to the ])resent probkmis of the 
United Kingdom. He covers the distribution of wealth by ration¬ 
ing, by taxation and by inheritance; the fiscal and monetary 
policies needed to avoid inflation; nationalisation; the control 
of monopolies; foreign trade; and the encouragement of mobility 
of the factors of production and in particular of labour between 
different occui)ations and regions—unlike Evan Durbin, rightly 
placing very great stress on this last problem. 

It would be impossible in the scope of this review to enter 
into a detailed criticism of the many and varied suggestions w hich 
Professor Lewis makes on these points. On some of them his 
proposals appear to the reviewer to be perhaps oversimple, and. 
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the economic organisation of the backward coi^ntry; in so far as 
such deficiencies can be overcome, the possibilities for investment 
are greatly enlarged, and a high rate of industrialisation need 
not be associated even momentarily with any diminution in 
consumption, such as might otherwise be expected. Clearly 
Mr. Dobb points here to an interesting question, and one deserv¬ 
ing of more attention from economists than it has received to 
date. But the question is om})irical, and accordingly it is of 
much interest to turn to the Russian experience in this connection. 

As Mr. Dobb sees it, this substantiates his thesis. In par¬ 
ticular, the First Five-year Plan provided not only for rapid 
industrialisation but steadily rising living standards as well. 
It is acknowledged that in fact living standards may have 
decreased under the plan; but tliis failure to fulfil the plan was 
due mainly to extraneous factors, such as collectivisation 
losses, wdiich can hardly be considered as necessary concomitants 
of industrialisation. The ])lan itself then stands as evidence 
for the stated view. 

But obviously there is an implied assumption heie : that 
the plan as formulated was feasible to begin with, in the sense 
that the goals were mutually consistent, and the underlying 
assumptions realistic. Unfortunately, even a superficial inspec¬ 
tion indicates many reasons to doubt this fact, including par¬ 
ticularly the atmosphere of political controversj^ out of which 
the plan grew, and the fact that this was after all the First Five- 
year Plan, so that Soviet long-range planning techniques were 
in their infancy at the time. A careful study of all the evidence, 
I believe, would only strengthen this imi)ression. It is not 
contended, of course, that “ extraneous factors did not limit 
Soviet progress in these years; rather that the goals of the plan 
probably could not have been fulfilled even under the best of 
circumstances. The bearing of the First Five-year Plan on 
Mr. Dobb’s thesis, then, is obscure to say the least. 

Almost inevitably, the record of Soviet economic develop¬ 
ment presented is controversial at many points other than those 
bearing on planning theory. There is for one thing the question 
of the Soviet aggregative production statistics in terms of “ 1926- 
27 roubles.” Mr, Dobb uses these statistics extensively. As he 
notes, however, there are divergent views as to their reliability, 
and one w^onders that his own review of the First Fiv5-year 
Plan did not inspire greater caution in regard to these data. 
Originally scheduled to run through the fiscal year 1932-33, the 
plan was declared completed at the close of the calendar year 1932. 
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According to the aggregative production data in terms of 1926-27 
roubles, it would seem that the Russians must have fulfilled the 
plan for heavy industrial goods : the index of aggregate capital- 
goods production in 1932 stood at 273% of 1927-28, or above 
the goal called for in the so-called “ optimal variant ” of the 
plan that was made official in 1929. Data on production in 
physical terms in a number of basic industries, however, show a 
quite different picture. The output of steel in 1932 was 148% 
of 1927-28, only 57% of the goal; of coal, 182% of 1927-28, 
only 86% of the goal; and of electric power, 268% of 1927-28, 
a spectacular increase, but still only 61% of the goal. Thus, 
referring to the production data in terms of 1926-27 roubles, 
Mr. Dobb is able to conclude that the Russians scored a “ brilliant 
success ” in heavy industry. Yet, referring to the data on 
production in physical units, he finds that “ curiously enough ” 
several basic industries were laggards ” (pp. 255-6). In trying 
to form one’s own opinion of the apparent inconsistency in the 
Soviet data, account must be taken of two facts : (i) As already 
has been mentioned the goals of the plan may not have been 
closely integrated to begin with. Obviously under this circum¬ 
stance, some discrepancies in the degree of fulfilment of different 
targets would have been unavoidable, (ii) While the accuracy 
of the 1926-27 rouble data has been questioned, the production 
figures in physical units generally are considered reliable by 
students of the Soviet economy. 

A question must be raised, too, about the discussion of the 
Soviet labor legislation of 1940. This provided, among other 
things, for the legal attachment of a worker to his place of work, 
the administrative transfer of skilled workers and technicians 
from one place of work to another, and for the drafting of youths 
for vocational education and their subsequent compulsory 
allocation to industrial jobs. Mr. Dobb must be right in referring 
to the international situation of 1940 as a factor in the introduc¬ 
tion of these draconic controls. But he neglects to mention 
that the 1940 legislation is still in effect. Under the Fourth 
Five-year Plan (1946-50), the so-called Labor Reserve Schools 
to which the youths are drafted are supposed to be the main 
source of new labor recruits in industry. Possibly the Russians 
now intend to continue the labor controls only for the duration 
of the reconstruction period. Yet other emergency measures, 
such as rationing, have already been abolished, so one suspects 
that some or all of the labor legislation may acquire a semi¬ 
permanent status. Soviet writers seem to speak of the labor 
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draft in particular as an established rather than an emergency 
feature. 

But I fear this review has been unduly critical. Mr. Dobb 
assembles and presents in systematic form in this volume a 
prodigious amount of information on practically all phases of 
Soviet economic life. This reviewer knows of no single volume 
to which one can turn for a more thorough account. Like his 
earlier study, the present one will be a standard work in the 
Soviet economics field for many years to come. 

Abbam Bbbgson 

Columbia University, 

Karl Marx—Critique de son J^conomie Politique, By C. van 
OvEBBEBGH. (Brussels : Office du Livre, 1949. Pp. 360.) 

This is the first of two volumes, containing a preliminary 
survey, followed by a series of brief criticisms of Marx’s economic 
theories point by point, and finally by a detailed criticism of the 
labour theory of value. A second volume, applying detailed 
criticism to the rest, is to follow. The work is frankly polemical; 
it is directed to making a case against Marx. So understood, it 
is well done. The summaries of Marx’s position are admirably 
clear and concise, and the criticisms which follow them are 
pointed and well put. But M. van Overbergh sometimes forgets 
that Marx simply accepted the economic theory wliich prevailed 
in his day, and directs his criticisms (as so many critics do) rather 
at Ricardo than at Marx. 

Marx disclosed in the Preface to the Critique of Political 
Economy how in 1842-43 he bet^ame engaged in economic con¬ 
troversies and proceeded to study economics because he was 
embarrassed by his own ignorance of the subject. M. van 
Overbergh quotes the passage (p. 18), and proceeds to put the 
question : did Marx study economics as an impartial investigator 
or as a partisan ? To be convinced that it was as a partisan, 
he answers, it is enough to read Capital (p. 36 ). 

This is an over-simplification of Marx’s approach. He read 
Adam Smith and Ricardo in order to learn economic science, 
not to make any new contribution to it. What he read filled him 
with a new conviction. He saw the philosophy of history, which 
had been his principal intellectual interest, in a new light. Hegel’s 
dialectical idealism gave place to dialectical materialism, in 
which the inherent contradictions of Capitalism were acclaimed 
as an inexorable disruptive force. 

The Communist Manifesto and the abortive revolutionary 
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movements of 1848 followed. Thereafter Marx returned to 
economics. Economic research became his primary occupation. 
But it was applied economics, directed to a verification of the 
Ricardian theories, not to any advance upon them. 

Among Ricardo’s doctrines it was especially the subsistence 
theory of wages that had inspired Marx. So long as the work¬ 
man’s remuneration is limited to his subsistence, while he pro¬ 
duces more than his subsistence, there is a surplus. The material 
progress whi(ih improves productivity simply increases the 
surj)lus. The ca])italis1, in virtue of his command of the means 
of production, was in a position to secure the surplus for himself. 

Marx devoted his researches to the detailed application of 
this principle. If he was more f)f a partisan than the economic 
historian who accepts a body of theoretical principles as given, 
that is only because the doctrine of the surplus had become the 
rallying cry of a party. 

Marx also inherited from Ricardo the labour theory of value. 
In its ])ristine simplicity that meant no more than that a thing 
has value in so far as it is worth making. In the first volume of 
Capital, Marx took a quite untenable position in identifying 
labour value with exchange value. If what the producer received 
for his prodiuit was its labour value, the ratio of profit to capital 
employed w^ould be widely different for different ])roducers. 

Ricardo had recognised that competition would equalise rates 
of profit. M. van Overbergh (pp. 291-2) quotes Marx’s acceptance 
of this principle, in t he posthumous third volume of Capital, and 
describes it as an “ irrefutable attack ” on the labour theory of 
value, ‘‘ on which depends all that is essential of the Marxist 
political economy ” (p. 132). 

But wdiat is essential is the surplus itself, not the manner in 
which it is divided among the ind\istrialists and the owmers of 
land and capital and the merchants. 

In the Critique of the Gotha Programine, Marx explained that 
a communist society, on first emerging from a capitalist society, 
would deteriilino remuneration by labour time. But this would 
be a survival from the old society, and in a higher phase of com¬ 
munist society it would be superseded by the principle : from 
each what he can, to each w^hat he needs. Labour value, it 
would seem, is to be regarded not as identical with exchange 
value, but as a norm underlying Capitalism, to which the adoption 
of Socialism would, for a time of transition, give effect. 

The doctrine of surplus value was founded on the subsistence 
theory of wages, a theory which “ has been refuted by the 
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doubling or tripling of real wages since Marx wrote (p. 161). 
Marx, like Ricardo, admitted a certain elasticity of the concept 
of a subsistence wage. The value of labour power, he wrote 
{Capital, Vol. I, Ch. IV, 3), includes “ a historical and a moral 
factor,” depending on the habits and claims ” of the class of 
free workers. But he never reconsidered surplus value in the 
light of the later theory of marginal yield (p. 238). M. van 
Overbergh has much to say about marginal utility, but does not 
explicitly refer to the marginal yield of labour. 

The theory of marginal yield does modify the theory of# 
surplus value. If the growth of capital outstrii)s the growth 
of population, the marginal yield of labour rises, and with it the 
economic rate of wages. Ricardo had supposed economic 
expansion to press against the margin of cultivation, so that, 
though profits would fall, and money wages would rise, real 
wages would be unchanged. But technological progress or the 
opening up of new territory can relieve the pressure on the margin 
of cultivation, so that real wages can be doubled or trebled. 
Even so, there is still a surplus, but not so simply explained as 
Marx imagined. 

The employer takes the responsibility of selling the product, 
and the price at whicii, he sells must be such as to yield him an 
income after meeting overhead expenses. M. van Overbergh 
quotes Marx’s assumption that “ only the work of the manual 
labourer produces new value ” (p. 123). But in the third volume 
Capital (pp. 449 and 450) the industrial capitalist, as differentiated 
from the mere owner of capital, is described as ‘‘ a simple agent 
of the labour process, a labourer and specifically a wage labourer.” 
Yet he is none the less an exploiter of the labour of others, and 
‘‘ the wages he claims ... do not depend on the degree of his 
exertions in carrying on this exploitation.” 

Marx took little account of the labour of selling. He con¬ 
ceived the labour of the industrialist chiefly as that of manage¬ 
ment; the merchant was little more than a parasite claiming 
part of the industrialist’s surplus. In under-estimating the 
importance of the business of selling, Marx was but accepting 
a prejudice of the classical economists, from which most of the 
economists of the present day have not freed themselves. 

In capitalist industry he who can sell takes command, and 
he is in a position to insist on such a margin over costs^s will 
secure his remuneration. His remuneration does not depend 
on the degree of his exertions,” because he can multiply his 
income in proportion as he multiplies his sales. However the 
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marginal yield of labour and the level of real wages may grow, 
there must always be a ‘‘.surplus ’’ sufficient to secure adequate 
remuneration to the capitalist—a remuneration which depends 
not on his exertions or labour time, but on the volume of his sales, 
and, if adequate for the small business, is much more than 
adequate for the large. 

Marx anticipated the collapse of Capitalism from two distinct 
causes : the sheer weight of numbers of the proletariat, and the 
contradiction involved in perpetual accumulation. He attributed 
the crises of the trade cycle to excessive accumulation. Here 
the prevailing fashion in economic thought follows Marx, and 
takes the wind out of M. van Overbergh*s sails. His criticism 
is merely that the economic science of the present day has found 
“ a policy of prevention and alleviation of crises, by wise and 
durable measures, founded on experience.” If what he means is 
that the State, by taking the greater part of investment into 
its own hands, can counteract the effects of periodical over¬ 
accumulation, this is not a very convincing answer to upholders 
of Collectivism. Nor can this expedient be said to be “ founded 
on experience.” All that experience has shown hitherto is that 
the State can counteract unemployment by spending on arma¬ 
ments and war. 

R. G. Hawtrey 

London, 

Economic Survey, 1919-39, By W. Arthur Lewis. (London : 

George Allen and Unwin, 1949. Pp. 221. 15s.) 

During the years 1944-47 Dr. Arthur Lewis lectured, to 
students of the London School of Economics, on the events 
between the two wars as background knowledge needed in 
interpreting the literature of the period, and from these lectures 
the present book, “ an over-ambitious attempt to interpret the 
in ter-war years in the sotting of world economic history ” has 
grown. The author goes on in his Preface to say that “ it is not 
intended for pVofessional economists at all.” But when the Stanley 
Jevons Professor at Manchester produces a book on this subject, he 
must expect professional economists to take notice. My own sug¬ 
gestion is that many of them wiU find that three hours or so spent 
in reading the first two parts of the book are profitable hours. 

Part I gives a chronological survey, mainly from a trade- 
cycle point of view. Part II gives some account of a few 
“ national experiments ”—the Blum experiment in France, the 
New Deal in America and so on. Part III attempts to put 
No. 237— ^VOL. LX. K 
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the events into their setting. The pre-war world is brought in 
for comparison with its successor, and we come at last to grips 
with the fundamental movements.” Parts I and II, like the 
title of the book, are reminiscent of the World Economic Surveys 
which the League of Nations Economic Section used to produce 
annually, and on which Professor Lewis has drawn freely. Like 
those Surveys, too, this book maintains a remarkably high stan¬ 
dard of accuracy, as far as I have been able to notice. If I have 
a general criticism, it is that the book has been perhaps too much 
like those Surveys in being descriptive, which as annual issues 
they were bound to be. Many readers will have anticipated 
rather more substantial long-range interpretation than in fact 
emerges in the third part, though Professor Lewis might well 
plead that the events are still too near, the records still too faulty,' 
to provide a reli<able basis for interpretation. His lively mind 
cannot help, of course, emitting occasional sparks, and though 
his many little ” lessons ” (I had almost written “ sermons ”) 
may irritate some readers, I myself found them generally accept¬ 
able and sometimes stimulating. 

While repeating my admiration of the general liigh standard of 
accuracy, I may perhaps be allowed to query some shades of 
emphasis, especially in the field of British monetary history (a 
subject in which Professor Lewis has accepted the conclusions of 
Professor Seymour Harris a little uncritically). I find it difficult 
to believe that in Britain the 1919-20 boom was greatly aggra¬ 
vated by “ inflationary financial policies ” (p. 36). During the 
gold standard period (pp. 80-1) I should suggest that the rapid 
recovery of efficiency in Continental industry strained the British 
parity more than did the original overvaluation. The Macmillan 
Report’s disturbance of confidence depended not merely on its- 
exposure of the weakness of British gold reserves (p. 63); alto¬ 
gether more damaging was the discussion (especially in the Ad¬ 
denda) of the fundamental disequilibrium and the stress upon 
difficulties of removing it. The origins of London’s weaker short¬ 
term position have never been convincingly elucidated : Professor 
Lewis relies (p. 43) on the common view that in the gold-standard 
period Britain was borrowing short to lend long, but does not 
mention the fact that war financing had left London’s short-term 
position greatly weakened as far back as 1919. Finally, in his 
generally very fair discussion of the effects pf cheap money in the 
thirties, the causes of the building boom are over-simplified : I 
should have at least mentioned the arrival of the country bus and 
the family car. 
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All these queries relate to shades of emphasis, and my few 
qualms about remarks on other countries were of the same kind, 
with the single exception of the analysis of Japan’s problems 
(Chapter IX), where I am sure that the pressure of population 
should have been mentioned. On a more general matter, I found 
one statement that I can only describe as wild, on p. 174 : “ If the 
machinery for operating such stocks [international buffer stocks] 
had existed in 1929 there would have been no major slump, much 
higher standards of living all round, and no second world war.” 

I have felt bound to mention my queries, but this has left me 
no space in which to list the far more numerous points at which I 
tliink Professor Lewis’s account and his judgment both just right. 
If his attempt is, in his own phrase, “ over-ambitious,” it is also 
true that his preface is over-modest, and most certainly he is 
right in saying that “ the result of the book is to present a chal¬ 
lenge to the students of to-day and to-morrow; that their 
researches may shine a clearer light on matters which now rest 
largely in obscurity,” 

R. S. Sayers 

London School of Economics, 

Money, Debt arul Economic Activity. By Albert G. Hart. (New 
York : Prentice Hall, Inc., 1948. Pp. xviii + 558. §6.65.) 

This is a first-rate text-book for a course on money and 
banking at a rather easy second-year level. My chief regret is 
that its price is now so astronomical that few British students 
will ever see it. My only doubt is whether a single text-book, 
however admirable, is really a good vehicle for teaching students. 
Professor Hart is extremely sensible and balanced on all the 
questions he treats, but a student may gain much more from 
reading a larger number of shorter works of authors who disagree 
or who say the same thing in different ways. The best of all solu¬ 
tions would be to take Professor Hart; as providing the background 
and the guide to further reading. Unfortunately, the five hundred 
pages of thiil book constitute a eonsiderable assignment of reading 
and, as no student who had absorbed them could fail to pass any 
second-year examination on money, I fear that the counsel of per¬ 
fection would rarely be followed. 

The book is divided into five parts, and it will be seen from 
the division how large a section is devoted to the general field of 
employment policy. The first part is “ Banking and the Debt 
Structure ” and provides an outline of the American banking 
system and of the controls to which it is subjected. The second 
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part is the theory of variations in output as a whole. After a 
quick glance at index numbers, we consider the quantity theory, 
Keynes, cash-balances, anticipations and finish with infiation. 
The third part is the theory of employment and of economic 
fluctuations. This section is noteworthy for some fifty pages 
devoted to a review of the experience of the past (both here and 
elsewhere ample statistics are provided). Part four, devoted to 
international monetary relations, is much shorter than the other 
parts. Finally, the last part is devoted to stabilisation policy. 
Much space is devoted to panaceas (this is a very useful chapter) 
and to various formulae, including the creation of automatic 
stabilisers (“ built-in flexibility ”). Professor Hart’s view is that 
automatic devices are to be welcomed, but that they are not 
enough. They cannot be enough to prevent fluctuations, but I 
wonder whether we are really in a position to do better by the 
use of discretion. However, both views are fairly and clearly 
expressed. 

The volume covers all the matter which can be properly 
thought to come within a course on money. But all the sections, 
save only the first, will also appear in some other course at about 
the same level of difficulty. Money, employment theory, inter¬ 
national trade, public finance and some other courses overlap to a 
serious extent. Some overlapping is indeed to be welcomed : it 
will mitigate the students’ dependence on a single source for each 
course, but the time available will not allow overlapping on this 
scale. I feel that the answer may well be to incorporate money 
and employment theory as a single subject, but to leave for 
separate treatment the international and public-finance aspects. 
The section on international monetary relations is the least 
satisfactory because it needs as a background a pure theory of 
international trade before it becomes intelligible. There is some¬ 
thing unsatisfactory, too, in a treatment of direct taxation which 
praises a sharp progression on groimds of social justice and the 
stabilising effect of a source of taxation so sensitive to changes in 
income, but does not mention the likely adverse effects on the 
supply of effort. 

In the present flood of American text-books, it is remarkable 
how successful have been those written by writers who have made 
their names through their original work. Professor Hart has 
fully maintained this tradition. ^ 

A. Hendebson 

The University, 

Mamehester. 
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The National Debt and the New Economics. By Seymoub E. 

Habbis. (New York & London: McGraw-Hill, 1947. 

Pp. xvii + 286. 21^.) 

Thebe is in America to-day a strong feeling that the existence 
of a large national debt is a severe burden on the economy of a 
country. The feeling has not indeed been strong enough to enable 
the government to accumulate a budget surplus in the years since 
the war on a scale sufficient to repay a substantial amount of the 
debt. This objection to the accumulation of debt might well, 
however, prevent or delay the adoption of an expansionist policy 
at the outset of a depression. Professor Hams is disturbed by 
this prosi)ect, since he believes that the maintenance of a high 
level of employment in the United States depends on net-deficit 
financing over the whole period of a trade cycle. He has therefore 
undertaken an investigation of the whole problem of the national 
debt, aimed principally at the non-specialist, in order to appraise 
the advantages and disadvantages of deficit financing and the 
concomitant rise of the national debt. This involves him in a 
wide range of inquiry, covering inter alia the methods of a fiscal 
policy aimed at full employment, the theory of taxation, the 
assessment of the debt burden and the technical problems of the 
management of the debt. Looked at from this side of the Atlantic 
it seems rather a lot to peg on to the National Debt; we have so 
many more pressing worries that most of us have forgotten the 
debt burden—except in so far as it is owed to foreigners in the 
form of sterling balances. Under American conditions, however, 
the emphasis is perfectly sensible; the economic problems facing 
America are so much less pressing than ours that they can, and do, 
devote time to deploring the fantastic figure of the National Debt, 
as our parents did in the 1920s. 

Much of the discussion of fiscal policy for full employment is 
based on Lord Beveridge’s Full Employment in a Free Society, 
and especially on Mr. Kaldor’s Appendix. Yet Professor Harris 
seems to do less than justice to the case for tax remission in a 
depression (pp. 40 and 100-1). He argues that tax remission will 
be more expensive, in that it will require a large deficit to achieve 
the same results, than a policy of public works and that it fails in 
that it pays scant attention to distributive justice ” (p. 100). 
This neglects the fact, which the author mentions elsewhere, that 
taxation in both Britain and America is regressive in the lower 
ranges, so that tax remissions are available which will both meet 
egalitarian requirements and increase the post-tax incomes of 
people who are likely to spend as much as the beneficiaries from a 
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public-works programme. Tax remission still requires a larger 
deficit than public works—^but fewer white elephants! More 
important than this, he neglects all the evidence of inefficiency in 
public-works programmes and the case for using unemployed 
resources for producing the things which consumers want rather 
than the public works that can be started quickest. 

The author appears rather more pessimistic than most autho¬ 
rities would be to-day about the chance of maintaining a liigh 
level of employment through fiscal policy without any large 
growth of the national debt. The use of pre-war data to forecast 
post-war savings suggests so high a level of saving in America at 
full employment that it could hardly be matched by private 
investment. It is clear, however, that these estimates of post-war 
saving are far too high, and it seems possible that, over the average 
of a trade cycle, employment might be kept high without any 
serious growth of the national debt. But, if one does accept the 
pessimistic view that deficits will greatly exceed surpluses, is 
there much to be said for the traditional form of the national 
debt ? It is possible for Professor Harris to show that it is better 
to incur the debt than the unemployment. There are, however, 
ways of avoiding both, and it becomes a matter of urgency to find 
them if we are to enjoy a series of large deficits. The solution 
lies in some form of 100% money which can be created by the 
government to meet its requirements without the interest burden 
of the present debt. So long as mouey creation is not multiplied 
by the creation of bank money, there is no need for a deficit to be 
accompanied by loans to the government. Solutions of this kind 
and the use of the capital levy are not considered by Professor 
Harris, who leaves his reader to choose between unemployment and 
a growing debt. 

The book contains a great deal of useful information for the 
layman in search of enlightenment. I must confess that I found 
its main argument hard to disentangle from the mass of interesting 
detail. This failure to bring out the simple general principles 
and a certain looseness in formulation reduce its success as a 
means of educating the intelligent layman. Despite all qualifica¬ 
tions, however, it remains a very well-documented introduction to 
public finance and fiscal policy. 

The specialist, too, will find much to interest him in this 
volume; an adequate survey of much of the.discussion^nd a 
wealth of factual data. As a work of reference it suffers from 
the fact that statistics are usually presented in the form of graphs, 
while the figures on which the graphs are based have not been 
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included. A further difficulty arises from the rather uncritical 
use of forecasts, both British and American, of post-war demand. 

Finally, may a discijile of Lord Keynes protest against the use 
of the words ‘‘ the New Economics ” to mean the doctrine of 
the “ General Theory ” and of its successors ? When a tliinker 
of genius has turned his attention to a subject, there is always 
some justification for claiming that a revolution has occurred. 
It is doing no service to the new ideas to make claims for them 
which will be hotly disputed by those who believe that they 
contain little which is both new and true. Assessment of the 
novelty of Kejmes’s ideas is better postponed for later judgment 
when the conflict between the Keynesians and the anti-Keynesians 
has died down. If Professor Harris and his friends would claim a 
little less that day might come sooner. 

A. Henderson 

The Unwersity, 

Manchester. 

Controlling Factors in Economic Development. By Harold G, 
Moulton. (Washington : The Brookings Institution 
(London : Faber & Faber), 1949. Pp. xii -f 395. 298.) 

In this l)ook the President of the Brookings Institution applies 
to the ])roblem of economic growth the results of research under¬ 
taken by the Institution since its incorporation in 1927. The 
reader must accordingly be on his guard against ideological 
bias, arising on the one hand from the Institution’s sympathy 
with conservative American business i)hilosoph 3 ’, and on the other 
hand from its vested interest in its own under-consumptionist 
explanation of tendencies towards economic stagnation. Both 
preconceptions find ample expression in the present volume, 
which must, in consequence, be regarded as a statement of a point 
of view—and a peculiarly American point of view—rather than as 
a fully generalised study of growth problems. 

The author ‘‘ is concerned equall}’^ with the factors which 
impede and restrict, and those which generate and promote, 
economic advancement.” The treatment is in two parts—the 
past century and the next hundred years—but, as usual, crj^stal- 
ball-gazing proves to be no more than projection of trends, and 
the argument may be discussed as a unit. 

The source of economic progress Dr. Moulton finds in two 
factors : the growth of science and its application in technology 
and capital formation, and the establishment of the proper institu¬ 
tional framework. The latter comprises corporate business 
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organisation, expanding bank-credit, fixed international currency- 
values, low-level balancing of government budgets and restriction 
of governmental functions to legislation of the rules of the 
competitive game. 

Within this framework, according to Dr. Moulton, progress may 
be retarded by business depressions and chronic under-consump¬ 
tion. On depressions, he has little to say : he is eclectic on the 
subject of causation, and sceptical on the subject of cure, confining 
himself to the statement that “ the need is to establish confidence 
that a tenable bottom has been reached.” On under-consumption, 
he presents the “ Brookings version ” : savings tend to be 
excessive, not as the result of a Keynesian “ psychological law,” 
governing the propensity to consume of the average individual, 
but as a consequence of increasing concentration of income in the 
hands of the wealthy as income increases, and the fact that the 
percentage of family income saved is higher in the higher income 
groups. The Brookings version differs from the General Theory 
in two other respects : the analysis of saving and investment is 
improved by distinguishing three separate decisions—in Brook- 
ings-ese, money-saving, market-investment and capital-formation 
—and it is contended that consumption rather than investment 
controls the level of economic activity, on the argument that 
investment derives from consumption demand. The latter leads 
to the conclusion that income-redistribution rather than public 
works is the cure for stagnation, the favoured method being 
price-reductions as opposed to wage-increases. 

Even if one is prepared to forgive certain stylistic annoyances 
indicative of careless writing. Dr. Moulton’s presentation of his 
material leaves much to be desired. The argument is loose and 
uneven—as if the author were uncertain of his readership— 
and the evidence is handled in an unscholarly way. The achieve¬ 
ments and possibilities of science are catalogued without adequate 
attention to cost calculations, and the argument for private 
competition is supported by crude statements of principle and 
cruder citations of instances of governmental ineptitude. Viewed 
solely as a research production, the book raises in acute form the 
question of the value of this type of institutionalised research. 

Nevertheless, Dr. Moulton has something important to say 
about economic growth. It lies in his contention that capital 
formation is the medium through which productive techmque is 
improved, that it has a qualitative effect in reducing cost or 
increasing output which is on balance more significant than its 
quantitative effect in increasing the ratio of capital to natural 
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resources. In other words, capital accumulation is subject to a 
law of increasing returns which outweighs the law of diminishing 
returns. It is on this contention that Dr. Moulton explains the 
failure of the classical economists to foresee the great economic 
advance of the last century, and by means of which, interestingly 
enough, he demonstrates the profoundly “ classical character of 
the long-run predictions of Keynes’s Oeneral Theory. It is, finally, 
the basis of his conclusion that in a hundred years’ time the United 
States could support double its present population at eight times 
the present standard of living. 

In emphasising the innovatory role of capital accumulation, 
Dr. Moulton draws attention to a neglected aspect of economic pro¬ 
gress : theoretical discussions of growth problems have too often 
assumed that capital accumulation can be dealt with in the static 
framework of given production functions. It is a pity, however, 
that he has not carried the analysis to its logical conclusion. 
Logically, qualitative changes on the production side imply qualita¬ 
tive changes in consumption patterns and standards, and raise the 
problem of how the latter come about; yet the ‘‘Brookings 
version ” in effect retains the concept of given utility functions, 
arguing merely that unequal income distribution inhibits the 
classical approach to satiety. For a discussion of qualitative 
changes in consumption, we must still turn to Veblen or Knight, 
or to the dynamic implications of external diseconomies of 
consumption. 

Habry G. Johnson 

Jeaiis College, 

Cambridge. 

Produktivitut als Wirtachafts und Staata 2 )olitiache Aufgabe. By 
K. Albrecht. (Tubingen : J. 0. B. Mohr, 1949. Pp. 40. 
DM 1.50.) 

The author of this book on “ productivity as economic and 
political task ” is the Director of the Research Institute for 
Economics at the University of Tubingen in the French Zone of 
Germany. The title of the book is revealing; the author con¬ 
siders the improvement in Western European productivity, 
especially in France, England and Western Germany, not only 
as an economic but also as a political task in the development of 
a “ Third Force ” between the United States and the U.S.S.R. 
Both these countries, in the author’s view, are in a stage of rapid 
increases in productivity. 

The book contains descriptive sections on French and English 



138 


THE ECONOMIC JOURNAL 


[MARCH 


policies towards raising productivity. The purpose of this is 
defined (p. 37) as serving as an example' and stimulation ” for 
Western Germany. The French section is largely based on the 
Monnet Plan and stresses the low rate of voluntary savings in the 
French economy. The section on England is largely based on 
the report to the O.E.E.C., resolutions of the T.U.C. Congress of 
November 1948 and on statements by the F.B.I. English readers 
may feel that the author is perhaps over-impressed by the vast 
array of measures listed, from the Anglo-American Productivity 
Councils to the extension of technical training, and also by the 
recognition of productivity problems at the top levels of the trade- 
union movement and the employers. One feels that he does not 
quite realise that there is a long way from the formulation of 
top-level policies to their realisation by rank-and-file efforts. 
Thus, when he declares that British trade unions have now 
realised that '' what matters is not maximum employment but 
to have square pegs in square holes and to give preference to the 
competent worker ’’ (p. 25), one can only wish that it were so. 

It is also worth notice that while the author calls the British 
austerity programme a manifestation of “ admirable national 
discipline,’’ he is very worried about the European repercussions 
of British austerity,^ and hopes that this policy will bo pursued 
only “for a brief transitional period and not as an objective 
in itself.” 

To English students of productivity the book may be mainly 
interesting for some data on productivity in Western Germany 
which it contains. The figures which he quotes as compiled by 
the Ministry of Economics in North Rhine-Westphalia show an 
amazing increase in productivity between 1947 and 1948. One 
suspects that this increase is due to an understatement of pro¬ 
duction in the pre-currency-reform era, not only in the case of 
consumption goods (as is recognised by the author) but also in 
the case of capital goods. 

At times one cannot help feeling that the author falls victim 
to a certain confusion between total production and total pro¬ 
ductivity. This is especially apparent in his consistent stress 
that the low productivity of Western European countries contains 
a threat to the prosperity of the raw-material-producing countries 
and thus to world economic stability. It seems clear that it is 
total European production which determines the rate of consump¬ 
tion of raw materials, and that, in fact, economy in raw materials 
may be an indication of a particular type of progress in produc¬ 
tivity rather than of low productivity. There also seems some 
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contradiction between the author’s insistence that a low rate 
of domestic production may create inflationary tendencies with 
further secondary adverse effects on productivity (p. 5) and his 
declaration on the same page that foreign credits only postpone 
the problem. In so far as lack of domestic supplies causes 
further reductions in productivity, it follows that to that extent 
foreign credit would also be a genuine solution and not only a 
postponement of the present productivity problems. 

H. W. Singer 

Lake Success, 

U,S,A. 

The Bank of Ireland, 1783-1946, By F. G. Hall. With an 
Architectural Chapter by C. P. Curran and Biographical 
Notes by Joseph Hone. Edited by Professor George 
O’Brien. (Dublin : Hodges, Figgis. (Oxford : Basil 
Blackwell), 1949. Pp. 523. 63^r. and 186‘.) 

Students of banking and currency have always been much 
intere.sted in the Irish banking system, and that for three reasons. 
In the first place, the Bank of Ireland has a unique place among 
the commercial banks of the British Isles, and throughout its 
history has played an imp(-)rtant part in Irish banking and finance. 
Secondly, in the nineteenth century, especially from 1845, the 
history of joint-stock banks in Ireland shows their general sound¬ 
ness, and contrasts favourably with the laxity of the previous 
century and indeed with the history of joint-stock banks in England 
and Scotland. Thirdly, until 1826, there was a separate Irish 
cxirrency wholly dependent on the British currency, but not at 
par with it. The British shilling w as equal to thirteen Irish pence, 
with the result that, as the author of The Bank of Ireland, 1783- 
1946 points out, although all commercial business w as transacted 
in terms of local currency, payment was ultimately made in 
English coins at the official exchange ratio.” In short, the Irish f 
was a money of account for domestic transactions, and this led to 
curious denominations of notes. For example, the Act of 1799 
specified a note of 3^. 9^., such amounts being required to make 
the Irish note correspond to the rounded figures of British currency. 
All of these points are touched on in this history, which is, indeed, 
more than a history. It is an authoritative record of Irish 
banking and currency since the foundation of the Bank one hun¬ 
dred and sixty-seven years ago. The facts have been assembled 
well and fall into a clear pattern. It is easy to trace the road 
which the Bank of Ireland has travelled since 1783. 
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The history of this treatise, for it is nothing less than a treatise, 
is described by the editor. Professor GeoigeP’Brien, in the preface 
to the book. He states that in 1941 during the governorship of 
Sir John Keane, he was requested to make a preliminary survey of 
the historical material available in the archives of the Bank. 
The Court Minute Books were copied, calendared and indexed, and 
in 1946, Lord Glenavy the Governor, requested Professor O’Brien 
to carry the work further. Dr. F. G. Hall was appointed to write 
the history of the Bank, and this, with the chapter by Mr. C. P. 
Curran describing the architecture of the Head Office in College 
Green, Dublin, and a chapter by Mr. Joseph Hone of biographical 
notes on the Directors of the Bank, together with thirteen appen¬ 
dices and eighty-seven illustrations, complete the book. 

The Bank of Ireland was originally projected in 1696, a yeal: 
after the Bank of England, but the plan was not carried out. It 
was again rejected, this time by the Irish House of Commons in 
1721 , and it was not until sixty-two years later that the Bank was 
established during the period of the Protestant Ascendancy in 
the heyday of Gratton’s Parliament. Throughout its history the 
Bank has shown much wisdom combined vith a wise tolerance— 
the Court admitted in 1830 Homan Catholics as soon as it was 
permitted to do so—and to-day the Bank is pre-eminently the 
Bank of Ireland, not only in Eire but also in Northern Ireland. 
In its early history it occupied a leading place, as its first Charter, 
modelled after the pattern of the Bank of England, gave it the 
virtual monopoly of the banking business of the country. The 
Charter prevented banks with a greater partnership than six 
persons having the right of note issue from being established. As 
the author points out, this exclusive privilege had the same effect 
on banking in Ireland as the Charter of the Bank of England had 
in England. It prevented strong banks from being formed, so 
that in a crisis the smaller banks went to the wall. Gradually this 
monopoly was curtailed, but the Bank of Ireland was always 
primus inter pares. In 1824, permission was given to banks with 
more than six partners to be formed at a distance of fifty Irish 
miles from Dublin, with the power of issuing notes. It was only 
in 1845 by the passing of the Bank Act of that year that the Banlr 
of Ireland’s monopoly was taken away and permission was granted 
for the formation of banks having more than six partners to be 
formed in or outside Dublin. It is clear from Dr. Hall’i^narrative 
that the Bank of Ireland became a semi-State bank, but not, HIta 
the Bank of England, the final lender in a crisis—^indeed it had to 
fall back on the Bank of England. With the amalgamation of 
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the Exchequers and National Debts of the two countries, the final 
assimilation of the currency in 1826, as already noted, and with 
the growth of joint-stock banking from the 1820s, the Bank of 
Ireland changed its character. To-day, however, although one of 
the eight commercial banks in Eire, it is not an ordinary commer¬ 
cial bank. It is the banker of the Government, and it manages 
the public debt. At the same time, it competes with the ordinary 
commercial banks, having numerous branches and sub-branches 
established in various towns, both in Eire and in Northern Ireland. 
Dr. Hall working on the original material made available to him has 
brought these important facts clearly before the reader, particularly 
the rise of joint-stock banking in the nineteenth century. It is 
interesting in this connection to note how the Act of 1820, which 
permitted the establishment of joint-stock banks, led to sound 
banking and to comparatively few failures. The Provincial Bank 
of Ireland, which began business in 1825, is a good example of the 
banks formed in this period, and did not the Westminster Bank 
when it was in search of its first General Manager appoint Mr. 
J. W. Gilbart, the Manager of the Provincial Bank’s branch at 
Waterford, as its first executive head in 1834 ? He is sometimes 
better known as the author of The History, Principles and Practices 
of Banking published in the same year. 

Two general criticisms may be made here. It is a pity that 
Dr. Hall did not use the original material that must be available 
regarding the creation of a Mint for Dublin. After the Restoration 
the privilege was granted, but cancelled on the protest of the Mint 
in the Tower of London. The petition was repeated after the 
Revolution with a demand for a separate Irish currency. This 
was again defeated in 1693. Another appeal in 1698 was, as the 
documents in the Public Record Office in London show, defeated. 
Sir Isaac Newton was then Warden of the Mint. In 1701, when 
he was Master, a new approach was made, and Newton, his 
opposition perhaps softened by the influence of William Molyneux, 
consented to a compromise proposal of a temporary establishment. 
The project w^s once more defeated. It would have been of much 
interest to have had the arguments as they doubtless exist in the 
papers in Dublin to-day. Perhaps Dr. Hall will deal with these 
on a future occasion. The other critisiem is that the intensely 
interesting history of the last twenty years including the creation 
of a Central Bank might have been given in greater detail and not 
in the brief form that it has in the last chapter, Chapter IX, dealing 
with the Bank of Ireland Acts of 1929 and 1935 and the Central 
Bank Act. By this Act of 1942 on and after December 31, 1956, 
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the Central Bank will control the entire circulaiting media of the 
country. The commercial banks then will cease to enjoy the right 
of circulation which they now possess. This Act also authorises 
the Central Bank to receive deposits from a Minister of State or 
any public authority, but this power has not been used, the Bank 
of Ireland still continuing to hold the Exchequer account. Per- 
haps-as Dr. Hall ends his account of the Bank in 1946, he did not 
wish to stress the importance of the Central Bank, an apex Bank, 
in recent years which works in perfect harmony with the Bank of 
Ireland. He rightly describes the report of the Commission which 
led to the creation of a Central Bank as a monumental work 
which will long remain the standard treatise on Irish monetary and 
financial affairs.” 

The chapter on architecture by Mr. C. P. Curran shows how the 
Bank of Ireland possesses one of the most beautiful buildings in 
the whole of Europe. When the Act for the Union of Great 
Britain and Ireland received the royal assent on August 1, 1800, 
the Irish legislature, which had lasted for one hundred and nineteen 
years, came to an end and the buildings of the Irish House of Lords 
and House of Commons were purchased by the Bank in 1802 for 
£40,000. The illustrations already referred to show the buildings 
on College Green. The biographical notes by Mr. Joseph Hone 
are unfortunately a little incomplete, especially as regards recent 
Governors, who are dismissed in a few' words. Tims, under Sir 
John Keane we have, “At present a Director, appointed 1928, 
Governor 1941-43 ” and under Lord Glenavy, “ At present a 
Director, appointed 1932, Governor 1945-.” It may be there has 
been a self-denying ordinance on tlie part of the present Directors 
which is unfortunate, as some of them will go down to history as 
more than equal to some of their predecessors. The biography of 
David La Touch, whom Gratton described as “ one of the five just 
men,” is an excellent thumb-nail sketch of the first and one of the 
greatest of Governors, His descendants, like those of Charles 
Halliday, who receives an unusually long biography, have played, 
it may be noted, a great part in the Indian Civil Service as 
administrators and men of affairs. 

The Court of Directors, Professor O’Brien, Eire’s leading 
economic historian, and the author are to be congratulated on pro¬ 
ducing a volume which will be a counterpart of Sir John Clapham’s 
monumental history of the Bank of England, published fi^e years 
ago. The book is certainly worth buying, reading and keeping. 

G. Findlay Shirras 


BaUcUer. 
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The Australian Economy in War and Reconstruction, By 
E. Ronald Walker. (New York: Oxford University 
Press. (London : Geoffrey Cumberlege for Royal Institute 
of International Affairs), 1947. Pp. ix + ^26. 30^.) 

This book gives a systematic and informative account of the 
Australian economy during the war. It both tells the detailed 
story of what was done to put the economy on a war footing 
and exidains the reasons for the specific measures of economic 
policy adopted by the Australian government. It also makes 
an interesting attempt to forecast the main developments in the 
country’s industrial structure and economic institutions which are 
likely to occur—especially in view of the modifications brought 
about by the war—both in the near and in the more distant future. 

Dr. Walker’s account of Australia’s economic development 
during the war is enriched by his wide knowledge of the pre-war 
economy and by his personal observation and inside knowledge 
of its war-time transformation, which he himself, as one of the 
war-time economic planners, helped to shape. During the 
war he was one of a small band of economists who were drawn 
into the service of the Commonwealth Government, largely 
from the staffs of the universities, both to act as economic 
advisers and to occupy leading administrative i)osts in govern¬ 
ment departments, lliere they were responsible not only for 
initiating policy but also for building and operating many of the 
war time administrative controls through which the necessary 
changes in the economy were brought about. As Deputy 
Director-General of the Dej)artment of War Organisation of 
Industry, Dr. Walker was in a particularly favourable position 
for gaining a comprehensive knowledge of the developing war 
economy and its problems and for learning what was happening 
in other departments. For his was essentially a planning depart¬ 
ment, responsible in a large measure for co-ordinating the 
competing claims on the nation’s limited industrial resources. 

The booji consists of three parts. Part I discusses the war 
economy regarded as a whole, with speciaC emphasis on the 
problems that were peculiar to Australia. Its central chapter 
gives a general account of the war-time economic developments 
set out in chronological order. There are interesting chapters 
also on the federal system of government in relation to the war 
economy and on the machinery of war-time administration. 
Part II sets out in detail the war-time changes in each of the 
various branches of the economy taken in turn, together with 
the reasons for the government policy from which they largely 
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arose. The story of the government’s intervention in these 
various branches of the economy is told concisely and clearly. 
Part III, which is largely descriptive and explanatory, discusses 
some of the problems of post-war reconstruction. The most 
interesting chapter, on Australia’s economic future, attempts to 
forecast what type of economic system will emerge, how far 
Australia will try to go along the road towards self-sufficiency, 
and the consequences of these two issues for economic welfare. 

In itself, the history of the war-time administrative changes 
will no doubt be chiefly of interest to readers in Australia. But 
indirectly the book will be interesting and useful to readers 
outside Australia and to others besides economists. Those who 
wish to understand Australia’s post-war economic problems and 
to judge her economic future will find in it much information 
that is indispensable, especially on the subject of economic 
controls. Others, even among those who are not particularly 
interested in the Australian economy as such, will find the book 
valuable because of the light which it throws on the difficulties 
of central economic planning in a democracy. But in writing 
for such a mixed audience Dr. Walker felt obliged to include a 
certain amount of explanation, notably in his discussion of the 
general features of a war economy in Part I, which economists 
may find a little tedious. The unfortunate result is that some 
important matters have had to be dealt with even too briefly. 
An outstanding example of this is the discussion of the pre-war 
economy and its institutional framework in the very first chapter 
of the book, where such an important matter as the system of 
wage-determination, which was to have a vital bearing on 
financial policy, is not even mentioned. It is only fair to say, 
however, that Dr. Walker appears to be uneasy over the meagre¬ 
ness of his treatment of these pre-war conditions. 

Although the book is based on published information. Dr. 
Walker’s personal knowledge of the government policies and 
events with which he is concerned gives additional interest and 
authority to his interpretation of them. But this has its dis¬ 
advantage. For parts of his account of the transition to a war 
economy tend to be too much influenced by his knowledge of 
departmental intentions. He thus unconsciously gives the 
impression that the problems were more clearly visualised, and 
that the various policies were more neatly co-ordinated,'%han in 
fact they were. This applies especially to his account of the 
work of his own department, whose difficulties and frustrations 
were not in origin all external to itself. 
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Dr. Walker is more concerned with the outward forms of 
economic change—^with government decisions and the administra¬ 
tive and institutional changes arising from them—and less with 
their economic content, than might be expected from the title. 
There is disappointingly little analysis of the quantitive effects 
of the events and policies discussed. But much of the necessary 
statistical information for that purpose has not been made 
public, or had not been when the book was written. Besides, 
the author’s main interest, as he says in the preface, was in 
“ such matters as seemed particularly significant for the socio¬ 
political problems of re-shaping the economy from peace to 
war, and from war to peace again.” 

K. S. Isles 

The Queen's University, 

Belfast. 

Japan's Economy in War and Reconstruction. By Jerome B. 

Cohen. (Minneapolis: University of Minnesota Press, 1949. 

Pp. xix -f 454. $7.50.) 

The potentialities of Japan’s economy, despite its meager 
resource endowment, were given impressive display in the last 
war. It is this war economy and its post-war remains upon 
which Dr. Cohen, formerly of the United States Strategic Bomb¬ 
ing Survey and now at the College of the City of New York, 
performs a competent economic autopsy. His study is based 
upon data collected by the Bombing Survey; but it is far more 
complete and offers a more sophisticated level of analysis than 
is contained in any of the Survey’s reports on Japan. Replete 
with a wealth of statistical data, Dr. Cohen’s volume is the 
most comprehensive review of Japan’s war and occupation 
economy yet produced. 

As regards the war economy, Professor Cohen’s central 
thesis is that Japan’s war plan hinged on a sudden, paralysing 
attack and a short war with the United States. Before America 
could recover, Japan would negotiate a peace which would insure 
it control of its war-created “ Co-Prosperity Sphere ” in the Far 
East, rich in raw materials and potential markets. Japan’s war 
plan was necessarily based on a short war, for it was primarily 
dependent upon stocks of reserves : it would bo helpless if a 
war of attrition cut off coal and iron ore from North China, oil 
and bauxite from the South Pacific. He documents this thesis 
not only with interviews with chief Japanese planners but also 
with a mass of statistical data as well. For instance, armament 
No. 237— ^VOL. LX, 
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output at the end of March 1943 was but 14*0% greater than 
output at the end of December 1941. 

It was not until the beginning of 1943, after the shock of 
the Guadalcanal defeat, that the limited program ’’ approach 
was abandoned. Production sights were lifted generally. By 
September 1944, armament output reached a peak nearly double 
that of December 1941. Equally notable, in 1944 war expenditures 
took about half of the gross national product as compared with 
about 30*0% in 1942. 

The impressive last-ditch eflFort of the Japanese people came 
too late, however. Failure to lay adequate emphasis upon 
merchant-ship construction early in the war aided in the break¬ 
down of the vital sea-transport system. By end-1944 Japan’s 
original merchant fleet of 6 million tons had been whittled to under 
half that tonnage. Oil reserves for this fleet, and the navy, were 
down to a few month’s supply by April 1945, with no imports 
arriving. 

In contrast to shipbuilding, aircraft output had progressed 
favorably until late in the war. During the fiscal year 1944 
about 26,000 planes of all types were manufactured, an increase 
of two and a half times 1942 production. After April 1944, air¬ 
plane output was checked by diminished bauxite supplies and 
assembly lags. During the entire war, however, Japan produced 
65,000 military planes compared to the United States output of 
about 300,000 airplanes. 

General raw-material shortages after 1944, as imports dwindled, 
caused a widespread fall in production. Steel output was a prime 
limiting factor on the overall economy throughout the war, due 
to deficient supplies of iron ore. By mid-1945 sea and air 
blockade had so weakened Japan’s industrial power that steel 
production was at an annual rate of but 1*0 million metric tons, 
or less than 10*0% of capacity. 

What stands out boldly, as Sir George Sansom points out 
in his foreword, is that Japan was primarily defeated by a sea- 
blockade before strategic bombings in force were under way. 
Allied strategic bombings were important in determining the 
timing and submissive nature of the surrender rather than the 
ultimate fact. 

The fiscal-financial aspects of Japan’s war economy are 
given about two dozen pages in the 400-odd pages dc^voted to 
the war economy. Debt-financing directly by the Central bank 
was heavily relied upon. Throughout 1941-45 tax revenues never 
exceeded about a third of annual budgets. Dr. Cohen is not 
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accurate, however, in his statement that there were no great 
drives to induce widespread bond ownership among the public 
(p. 81). In addition to intensive bond-sales measures, a large 
part of the debt was indirectly financed by the small savings of 
the masses through the Government Deposit Bureau, a postal 
savings system widely used in Japan. 

Dr. Cohen marshalls a substantial amount of evidence to 
buttress his “ short war ” thesis, but it is in the use of fiscal data 
that several bits of contestable analysis appear. For example, 
he states “ Government war expenditures and capital (munitions) 
outlays . . . rose from 17*0 i)er cent of gross national product 
in 1940 to 30-5 per cent in 1942. Thus even in 1942, the first 
year of war in the Pacific, the United States war effort surpassed 
that of Japan.” (P. 65.) Such a comparison, even if allowances 
are made for incomparability or conceptual differences in the 
national-income estimates, overlooks a few things. First, all 
the percentages tell is proportion of resources devoted to the 
war and not effort ” in the sense of denial of resources to non¬ 
war uses. The comparison obscures the fact that the United 
States “ effort ” was accomplished with no quantitatively un¬ 
favorable effects upon the consumption component, whereas 
the Bombing Survey figures on Japanese “ real ” gross national 
products used by Dr. Cohen (Table 6) show the Japanese con¬ 
sumption component down about 12% over the period. Secondly, 
the comparison neglects the fact that Japan, by 1942, was making 
use of a sizeable amount of war product, “ contributed ” by her 
colonies and conquests, not included in the domestic percentage. 

The gross national product figures, in 1940 prices, prepared 
by the Bombing Survey and used by Dr. Cohen, allow us for the 
first time to make an “ order of magnitude ” appraisal of the 
“ real ” financing (or cost) of the war comparing four major 
belligerents for most of the war period. 

The table (p. 148) gives the percentage distribution of the real 
financing of the war cumulated from the last peace-time year to 
the peak war year for each country. The reader may observe 
other interesting aspects, but for our point, the data indicate that 
the Japanese people bore directly a greater part of the real cost of 
the war by far than either the United Eangdom, Germany or 
America. 

Thus Japan’s defeat cannot be attributed to lack of willing¬ 
ness on the part of Japan’s people to endure sacrifice and self- 
denial. From Dr. Cohen’s study these appear to have been the 
major economic reasons for Japan’s defeat: effective submarine 
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action, accentuating the inherently weak resources position of 
Japan proper; the ensuing air attack, which disrupted produc¬ 
tion; weak administration and planning, particularly in the 
early war years, which prevented the later notable productive 
performance of the Japanese from being more telling. 



Japan, 

%• 


M 

Germany, 

%• 

Real financing of the war derived 
from : 





Larger output 

41*0 

100-0 

40-0 

44-0 

Decreased consumption 

41*0 

-17*0 

24-0 

18-0 

Decreased Government non- 





war expenditure 

Decreased or drafts on capital 
investments 

-30 

3-0 

2-0 

1 

21*0 

14-0 

34-0 

y 38-0 


1000 

100-0 

100-0 

100-0 


Note : Minus signs show inoreases. Japan data computed from Cohen, op, cit,. 
Table 6. U.S. and U.K. data from Econoniist, May 5, 1946, p. 694. Germany 
from U.S.S.R.’s Special Paper No. 1, Fig. 2 and A. J. Brown, Applied Economics, 
Table XII, p. 64. Although the deflated data are based on 1940 for Japan, 1938 
for the U.S. and U.K., and 1939 for Germany, examination of price in^ces over 
the period does not indicate enough price rises to invalidate the order-of- 
magnitude comparison. Bata exclude LendJefise for U.K. and foreign 
'^product** for Japan and Germany; interest on public debt excluded. Figures 
rounded. ^ 

To turn now to the post-war. Dr. Cohen’s dissection of the 
occupation economy through 1948 is the most thorough this 
reviewer has seen to date. Unfortunately, however, perhaps due 
to the lack of a central thesis as characterised the war economy 
discussion, the treatment of the Occupation often lacks the ’ 
consistency of argument applied to the war period. 

Dr. Cohen rightly attacks the indecision that marred United 
States policy for Japanese reparations. Reparations proposals 
varied successively from the Pauley Report of April 1946, recom¬ 
mending about 2-6 billion yen (1939 prices) of capital equipment 
reparations, to the United States announcement of last spring 
scrapping the removals program indefinitely. 

Dr. Cohen appears to favor institution of the relatively 
drastic Pauley recommendations over the later, more lenient, 
proposals. But if the crux of Japan’s recovery lies in revival of 
Japan’s export trade—and Dr. Cohen’s contention here is 
generally accepted—surely removal of all aluminium capacity, 
three-fourths of its machine tools, and similar large-scale r^ovals 
from the other remaining operable productive capacity that 
claimant nations would want (as proposed in the Pauley R<eport), 
would not reduce Japan’s dependence upon American aid. 
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The chief problems of Japan’s foreign trade to-day relate 
to reorientation of this trade (especially on the import side) 
away from the United States, and expansion of its level to sustain 
a greater population of 80 million Japanese. 

Raising the level of trade bristles with internal and external 
difficulties. Expansion of Japan’s exports for the last three 
years meant acceptance of multiple exchange rates (used until 
the adoption last summer of a unitary rate of 360 yen to the 
dollar). As Dr. Cohen points out, the expedient contributed 
to the internal inflation through the necessity for government 
subsidies and the system’s covering of high-cost producers. It 
was also counter to State Department-Treasury predisposition 
towards a unitary rate of exchange. 

But pre-occupation with Japan’s solution as being one of 
expanded exports overlooks the broader problem. The solution 
to Japan’s balance-of-payments deficit depends, of course, not 
only on her own export capacity, but also on the availability of the 
imports she requires in the areas purchasing her goods or on the 
convertibility of the currency of such areas into dollars. The 
conditions of availability and convertibility probably have to be 
remedied in a wide sphere before Japan’s solution can be found. 

Yet Dr. Cohen rightly views the initial problem of Japan’s 
recovery as one of recovery in the Far East generally. He states : 
“ Real economic recovery for Japan would be greatly aided by 
the formulation of a comprehensive and coordinated program 
for the revival of all Far East economies along the lines which the 
United States is now pursuing in Europe.” (P. 504.) Integra¬ 
tion of Japan’s economy with those of other American-aided 
Far Eastern countries is a necessity. But to state that an 
integrated economic recovery program for the Far East as a 
whole should be pitched along the “ lines which the United 
States is now pursuing in Europe ” is unrealistic economically 
and politically. A “ balance-of-payments ” approach, an E.C.A.- 
for-Asia, wherein the U.S. would undertake to foot the doUar- 
deficit necessary to assure a minimum li\dng-standard for Asiatic 
countries living at (or even below!) the subsistence level, and 
constantly beset by the Malthusian specter, is beyond political 
realities in America and, indeed, perhaps beyond American 
resource capacities for any length of time. 

Instead of an E.C.A.-type program, American aid should be 
pitched around a Point Four, long-range developmental concept. 
Such an effort might accomplish what Dr. Cohen emphasises 
the United States should offer; a co-ordinated Far Eastern 
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policy that insures Japan the economic viability necessary for 
its own and regional development, while at the same time insuring 
the controls needed to keep Japan from ever threatening the 
security of its neighbors. 

A. D. Moroan 

Washington^ 

D.G. 

The Economy of Ceylon, By Sir Ivor Jennings. (Bombay and 
London : Oxford University Press, 1948. Pp. ix + 224. 
10^. 6d.) 

This unpretentious little book is addressed to the layman. Its 
purpose appears to be twofold : to present some elementary 
economic concepts, and considerations, largely in order to dispose 
of some crude but widespread economic fallacies current in Ceylon; 
and secondly, to acquaint the reader with an outline of the economic 
structure of the country. Sir Ivor Jennings writes with an easy 
and fluent pen, and the book should largely attain its purj)ose. 
It is also informative and stimulating outside its immediate aim. 
There is an instructive account of conditions in rural Ceylon 
(Chapter V), based largely on the excellent Reports on the 
Economic Surveys conducted in these areas, with shrewd obser¬ 
vations on the perplexing problems facing the attemx)t8 to improve 
conditions in the villages. The chapter on industrialisation is 
also suggestive, and conveniently illustrates the difficulties of a 
programme of early and rapid industrialisation. Scattered in the 
footnotes there are numerous references to sessional papers of the 
Ceylon State Council, as well as to other official documents, and 
these amount to a useful bibliography on the economy of the 
country. 

There are, however, notable shortcomings. While much 
compression and omission was clearl^^ unavoidable, the selection 
of the material is open to criticism. Data on minor matters are 
presented in considerable detail; thus the costs of some small 
colonisation schemes are shown to the nearest rupee, and some 
figures of the national finances are actually shown to the nearest 
rupee cent. Yet in a book on the economic structure of Ceylon 
there is no information on the occupational distribution of the 
population, nor on the areas under different agricultural products, 
to mention only two important omissions, on both of which the 
required information is available. In the discussion on the principal 
plantation industries, the estates are apparently regarded as 
synonymous with the industry, to the neglect of the appreciable 
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acreage of rubber and coconuts in the hands of smallholders. 
This seems to vitiate an otherwise interesting discussion on the 
proportions of Ceylonese and foreign capital invested in these 
industries (pp. 26-7). The interpretation of statistics is not 
always fortunate. It is misleading to suggest that the compara¬ 
tively modest fall in the price of rubber from the famine heights of 
1925 to the still very high levels of 1926 was the result of over¬ 
production and depressed economic conditions (p. 43); or that the 
decline in the price of copra after 1925 resulted from excessive 
comi)etition. The author insists that he is no economist, but at 
times he strays into fields whose complexities and ])itfalls he does 
not realise fully. 

It also is surprising to read (p. 109) that in the staffing of 
European enterprises in Ceylon colour preference plays no part 
(indeed to suggest that it does is, in the author’s view, slightly 
amusing ”), since the selection of the personnel is governed solely 
by commercial considerations. This may be so, but is so contrary 
to general impression that it needs to be supported by some 
evidence or further argument. 

The account of rural Ceylon and of the problems of industrial¬ 
isation in Ceylon is most likely to interest readers of the Journal. 

P. T. Bauer 

Gonville and Oa/ius Collage, 

Cambridge, 

UAgriculiure en Grande-Bretagne. 2 vols. By Guy Traversin. 

(Paris : Centre National dTnformation Economique, 1949. 

Pp. ix -f- 252 and 224.) 

This is a painstaking and comprehensive survey of British 
agriculture in many of its asj^ects. Indeed, its comprehensiveness 
is puzzling, since it includes sections on income tax and national 
insurance, on control of retail food prices and on the National 
Trust. For wliat public is this work intended ? It will not be 
of much use to a student of agriculture, since there is little dis¬ 
cussion of physical features or technical matters. More than 
eighty pages are given to a description of the legal and adminis¬ 
trative frame ; less than twenty suffice for an account of the 
physical background with all its regional variations. It is indeed 
true that the north-east of Scotland is a coastal region whose 
summers are a little fresh and whose agriculture is based on a 
combination of oats, turnips and cattle, but that is hardly an 
adequate description of a region famed for the technical compe¬ 
tence of its farmers in a number of enterprises other than those 
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thus briefly mentioned. Nor, in a work of this length, should the 
diverse and intensive farming of the fens be dismissed in five lines 
with a reference to wheat, potatoes and sugar-beet. Nor does 
the author anywhere describe that combination of sheep with 
arable which, before the war, was a frequent enterprise on many 
light soils; and he has failed to grasp the importance of hill 
breeds of sheep, such as the Welsh Mountain, the Cheviot and 
the Blackface, in providing the foundation stock for the cross¬ 
breds that grazed the pastures and fattened on the turnips of 
many lowland farms. 

Possibly M. Traversin’s compilation is designed for students 
of economics and of comparative administration. It will provide 
them with a mass of facts and figures on recent trends and a 
convenient though short list of references (occasionally mis-spelt) 
to original sources. Yet the very detail of the information may 
prove confusing to such readers, since it is unrelated to any dis¬ 
cussion of economic principles or current problems. The author 
notes the preference for the tenancy of a large farm to the owner¬ 
ship of a small farm, but this, to him, surprising feature is not 
related to the relative profitability of farming and of land- 
ownership. Elasticity of demand is mentioned in relation to 
wheat prices in the seventeenth century but not to the problems 
of the Milk Marketing Board. He describes the annual price 
reviews which take into account the costs incurred by farmers; 
elsewhere it is noted that minimum wages are fixed at levels 
which take into account the economic circumstances of agri¬ 
culture; the political and economic problems raised by the 
conjuncture are not mentioned. The work is painstaking and 
oddly comprehensive, but hardly illuminating, nor does it give an 
adequate picture of the rich diversity of farming life and practice 
to be found in these islands. 

Edith H. Whetham 

School of Agriculture, 

Cambridge, 

The Great Pierpont Morgan, By Lewis Allen. (London: 

Victor Gollancz, 1949. Pp. x -f 306. 15^.) 

It is the fashion to-day to regard such a man as J. P. Morgan 
as an anti-social force, a malignant not even a benevolent tumour 
in the business world. Yet Mandeville said that private viues are 
public benefits, and it is doubtful whether the wealth of nations 
would have been built up without the initiative and predatory 
instincts of the ‘‘ Robber Barons.” In going out after wealth for 
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themselves they created wealth and a savings deposit for the 
public. 

It is debatable whether a love of order or a love of power was 
the driving force behind Morgan’s acquisition of wealth. When 
Robert Oppenheimer said, “It was a very exciting experience 
when I first learned of the atomic theory, of valence and the 
periodic system—these wonderful regularities which reveal the 
deep order of nature,” Mr. Morgan would have understood what 
he felt. If man is made in God’s image, the creators of Trusts 
cannot be blamed for also desiring to bring order out of chaos. Mr. 
Lewis Allen sees Mr. Morgan as this regularising and disciplining 
force in American industry. 

In the Battle of Susquehanna between the cohorts of Gould and 
Ramsay, Mr. Morgan saw an object lesson in the disorderliness of 
competition which he never forgot. This phrase, “ the disorder¬ 
liness of competition ” became the idee fixe in his mind from now 
on; and it was the explanation of all his future business activities. 
Competition is disorderly, but as Judge Starlan said in summing 
up the decisions of the Supreme Court of Justice in the leading 
Anti-Trust cases in March 1904, “ The natural effect of competition 
is to increase commerce; and an agreement whose direct effect is to 
prevent the play of competition restrains, instead of promotes, 
trade and commerce.” Mr. Morgan genuinely thought compe¬ 
tition to be damaging. “ Damaging ” was ever afterwards to be 
the connotation in his mind to “ competition.” 

Mr. Lewis Allen quotes John Mitchell as saying that “ he was 
credibly informed that Morgan was friendly to organised labour. 
As an organiser of capital he concedes the right of labour to 
organise.” His love of order thus was extended to his opponents, 
even to the curtailment of his power over them. When George F. 
Baer said to the strikers in the anthracite mines that “ the rights 
of the labouring man will be protected and cared for—not by the 
labour agitators but by the Christian men to whom God in His 
infinite wisdom has given the control of the property interests of 
this country*” a similar-statement at the present time would be 
greeted with mirth and contumely; but in the context of his age 
it is not beyond the realms of possibility that Baer believed in 
what he said. 

Mr, Morgan’s ability to keep his deep sense of religion and his 
business in apparently unconnected compartments in his life 
would be irritating to the modern mind. Is it a sense of equity 
or a proof of a vindictive nature to be pleased that Mr. Morgan was 
called to account before the Pujo Committee before he died ? 
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When Mr. Morgan said to Mr. Rainsford, the Vicar of St. 
George’s Church, “ I want it (the vestry) to remain a body of 
gentlemen whom I can ask to meet me in my study ” he, in fact, 
described what he wished the business world to be. He thus 
reduced, in his mind, the whole size of the world of business to that 
of a vestry meeting, a body of gentlemen whom he could ask to 
meet in his study, and—^let us be frank—a body of men he could 
dominate. That he deliberately locked the door of this study to 
prevent the heads of the Trust Companies leaving before they had 
come to a decision in the great panic of 1007 proved that he looked 
on them as a pack of schoolboys of whom he was the head master. 
His supposition may have been correct, for it is indisputable that 
Morgan, in the words of the author, acted during this panic as 
“ a one-man Federal Reserve Bank.” 

It was after Mr. Morgan had been to see President Theodore 
Roosevelt concerning his prosecution for breach of the Sherman 
Act, that the President turned to Attorney-General Knox and said: 
‘‘ That is a most illuminating illustration of the Wall Street point 
of view. Mr. Morgan could not help regarding me as a big rival 
operator who either intended to ruin all his interests or else could 
be induced to come to an agreement to ruin none.” The govern¬ 
mental worm was beginning to turn. The clash between the 
authority of Government and the authority of big business had 
started. The situation has been very well put in the words ; 

If the great corporations do not stop swallowing up small 
businesses the country will, through its government, swallow up 
the big corporations.” 

It is indisputable that Morgan used the sheer weight of his 
personality and formidable will to brow-beat his opponents into 
submission just as Hitler did some years later. Yet he was capable 
of tenderness, as his marriage to the dying Mimi showed. That 
his sentimental feeling for the New Haven Railroad led to one of 
his few financial failures is an ironic twist in the history of this man. 

He had a certain love of beautiful things, yet one cannot help 
feeling that his great art collection was fundamentally the result 
of his talent and mania for acquisition. He and Roger Fry never 
understood one another. Yet if Morgan had had a real love of 
the imponderables he and Roger Fry would have had a common 
meeting ground. 

But there is no doubt that the majority sentiment of the 
people is overwhelmingly against the existence of these large 
industrial combinations which were the ideal of J. P. Morgan. As 
Mr. Vanderbilt told a reporter: “A public sentiment has been 
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growing up opposed to the control of such a great property (The 
New York Central) by a single mass of a single family.’’ Public 
indignation has a habit of becoming a righteous indignation which 
asserts that such power is more than a good man should want or a 
bad man should have. When a man is born who has the business 
ability of a Kruger, the moral integrity of a Halifax, and the 
humanity of a Bach we will have a man in whose hands we can 
safely entrust such power. “ The Great Pierpont Morgan ” was 
not such a man. As Jolin Dos Passos says “ we have not learned 
how to put power over the lives of men into the hands of one man 
and to make him use it wisely.” 

Mr. Lewis Allen has been scrupulously fair to his subject. 
When the battle between individualism and State control is raging 
all over the world, this is not always easy. This book is singularly, 
and mercifully, free of all propaganda. Mr. Lewis Allen has stated 
his facts. He has left it to his readers to draw their own con¬ 
clusions. 

Iris Harvey 


The Miners : A History of the Miners^ Federation of Great Britain, 
1889-1910. By R. Page Arnot. (London: Allen & 
Unwin, 1949. Pp. 409. 215.) 

This volume has been written under the auspices of the 
National Union of Mineworkers, and is presumably meant to have 
a sequel carrying the story forw^ard through the critical period of 
the miners’ movement that began with the big strikes of 1911 and 
1912, and passed into a new phase when the Miners’ Federation 
w^as transformed into the National Union of Minew orkers only a few 
years ago. It ought also to have a predecessor, covering the records 
of the miners* movements before the formation of the M.F.G.B. 
in 1889; for no adequate account of these earlier developments has 
yet been published—none, especially, of the National Union which 
flourished for a time in the 1840s, or of the extensive agitations and 
organisations of the 1860s and 1870s. Mr. Arnot gives a very 
brief account of these earlier phases; but it does not pretend to be 
based on any original research, and is too slight to give even a good 
general picture. This makes it the stranger that he has chosen to 
illustrate the present volume almost entirely with pictures 
relating to this earlier period, and wholly unconnected with his 
text. 

Even for the period which he does profess to cover, his work is 
none too satisfactory. He has made use of the central records of 
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the Miners’ Federation and of a few scarce pamphlets and reports 
as well as of the obvious published sources; hut he seems to have 
made no attempt to use the more abundant records of the County 
Associations and regional Federations of which the M.F.G.B. was 
made up. Consequently, ho gives no real picture of the Miners’ 
Unions at work, with all their important local and regional 
differences. His narrative of events on the national plane—or 
rather on the plane of the area effectively covered by the M.F.G.B. 
—^is adequate, but lacks vitality because of this divorce from the 
local movements except where they come to the front in connection 
with national issues. The plain truth is that Mr. Amot, though 
he has the advantage of writing reasonably well, has not done 
nearly enough work to provide a foundation for a satisfactory 
book. 

This does not mean that the book lacks interest. Its account 
of such matters as were handled nationally, or became issues for 
debate in Parliament, is usually clear and well put. This applies 
particularly to the long struggle for the legal limitation of the 
hours of labour, in which Northumberland and Durham were for 
so many years opponents of the Federation’s policy, partly on 
principle, but mainly because the hewers who dominated the 
Unions in the north-eastern counties feared that legislation might 
jeopardise the concessions they had won by negotiation for them¬ 
selves, but not for other grades of mineworkers either below ground 
or on the surface. The record of the eight-hours struggles, indeed, 
dominates a large part of the book. Other matters that are dealt 
with adequately include general wage movements, the develop¬ 
ment of parliamentary representation and the Miners’ Inter¬ 
national from its beginnings in 1890. 

The illustrations, in addition to those already mentioned, 
include portraits of a good number of miners’ leaders from Thomas 
Hepburn to Robert Smillie; and these are accompanied in most 
cases by lively pen-pictures—a good proportion drawn, almost 
unsupplomented, from a single pamphlet source. These latter 
bring out very clearly the character of the miners’ leadership 
during the “ Lib-Lab ” period when most of the County Unions 
and Federations were being built up; but they are no substitute 
for what is missing—^an account of the diversified local back¬ 
grounds against which these men fought their ^ghts and the 
Unions at length consolidated their hold. Compared with many 
trade-union histories, this is a competent piece of work; but it 
could have been much better, and gives the impression of having 
been finished off in a hurry, with no further research, after the 
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work done for it before 1939 had been interrupted on account of 
the war. 

G. D. H. Cole 

All Souls' College, 

Oxford. 

Economics of the Labor Market By Joseph Shister. (New 
York: Lippincott, 1949. Pp. xxiii + 590. $4*50.) 

This book deals with labour conditions in the U.S.A. and 
the methods by which these conditions are regulated. The 
conclusions which the author draws are derived from the legislative 
and institutional background of industrial negotiation in that 
country. There are few of them which could be applied without 
modification to the circumstances prevailing elsewhere. 

The book covers a very wide range. Nearly two-thirds of 
it is concerned with the composition of the labour force and the 
history, structure and objects of the institutions which aim to 
regulate and control the labour market. A large part of this 
section, as is to be expected, is devoted to trade unions. The 
importance of government policy is, however, also stressed not 
only in relation to the legislative encouragement of collective 
bargaining but also in relation to social security. In describing 
the part played hy management, the author seems more impressed 
than other recent writers with the growth of employers’ associa¬ 
tions and the extent to which they participate in collective 
bargaining. It would still appear, however, that collective 
bargaining tlirough employers’ associations is infrequent in the 
major industries, that the scope of such employers’ associations 
as do exist is rarely industry-wide, and that the collective bargain¬ 
ing which they conduct on behalf of their members is usually for 
a town or region rather than for the country as a whole. More¬ 
over, the author states, the majority of the firms which do 
negotiate agreements collectively through employers’ associations 
administer them as individual units with the trade union concerned. 
The distinction is an important one, and contrasts sharply with 
the procedure in this country. There is no doubt that the part 
played here by employers’ associations and trade unions in 
administering the collective agreements which they have nego¬ 
tiated and in interpreting and enforcing their terms is a funda¬ 
mental factor in ensuring such measure of freedom from industrial 
disputes as we have enjoyed. 

There are many reasons to account for the slowness of growth 
of the trade-union movement in the U.S«A. and one may question 
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whether its five-fold increase in the last 16 jrears is the result—at 
any rate to the extent that is commonly believed—of the legislative 
developments of that period. Some of the reasons advanced in 
this book, however, to explain the trend of trade-union member¬ 
ship are confusing and unconvincing. Thus we find on one page 
the suggestion that a period of prosperity in the 1920s when the 
workers could improve their real earnings without trade-union 
intervention was a reason for slowness of growth of trade unionism. 
On the next page we find the depression of trade given as a reason 
for decline in membership from 1929 to 1933. Pour pages later we 
find the suffering and privation to which the depression had 
subjected the workers assigned as a main reason for the spread of 
trade unionism both in the moderate recovery from 1933 onwards 
and in the 1937 recession. 

On the whole, however, this section of the book, dealing with 
the institutions of the labour market, presents a clear and interest¬ 
ing picture of the parties and policies operating in the settlement of 
industrial conditions in the U.S.A. and of the historical reasons 
which have influenced their development. In a book which is 
otherwise well constructed there is a strange section dealing with 
union-management co-operation, interesting in itself but repeating 
not only arguments "but even quotations which have already 
appeared in an earlier chapter. The explanation, no doubt, is that 
the section in question is based, as the author tells us, on his essay 
in Insights into Labor Issues, a symposium published in 1948. It 
would have been well had the author taken a little more trouble to 
dovetail this section into the argument of his present book instead' 
of incorporating his previous essay largely verbatim. 

The last sections of the book consist of a survey of the operation 
of the labour market and the author’s conclusions in the course of 
which he examines what he regards as the shortcomings of existing 
wages theories and propounds his own, suggests measures for 
controlling unemployment of various types, and considers the 
possibility by means of wages policy both of counteracting the 
inflationary tendencies inherent in policies of full employment 
and of lessening inequality in the distribution of income. His 
general conclusion is that, under the existing institutional 
structure of the U.S.A., there is little hope by means of wages 
policy of dealing effectively with the organic problems confronting 
society in the labour market—by which he means unempfoyment, 
the maintenance of stability once full employment is attained, and 
a reduction of the existing inequality of income distribution. 
These problems, in his view, can be solved effectively only by a 
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greater degree of governmental intervention. He makes a plea 
for acceptance of what he describes as a minor degree of govern¬ 
ment participation when the occasion arises as the alternative to 
‘‘ a serious challenge of some form of collectivism/' 

H. S. Kirkaldy 

Queens' College, 

Cambridge, 

Politics and the Press c. 1780-1850, By A. Aspinall. (London : 
Home & Van Thai, 1949. Pp. xv + 511. 42^.) 

We took up this book with the hope that it would be the 
political counteri^art of Dicey’s Law and Opinion with its single 
central idea, the transition from Benthamism to Collectivism, 
aptly illustrated from literature and law. But it is very different. 
It contains a wealth of j)olitical detail—political in the sense of 
party politics, and it shows how statesmen and governments 
treated and were treated by the Press. Professor Aspinall, as 
we know from his other studies, has a matchless knowledge of 
the manuscript correspondence of the period : he is as omniscient 
here as his hero. Brougham, and much more judicious. The 
treatment is indicated by some of his sub-titles : Government 
Subsidies and Treasury “ Hirelings ”; the Government and the 
Press *, the Opposition and the Press; Newspaper Circulation; 
the Growing Freedom of the Press; and all this not only for the 
London Press, but for the Irish Press, Protestant and Catholic, and 
(very sketchily) the Provincial Press. 

One criticism cannot be suppressed. There is an infinity of 
trees, but it is desperately bard to see the wood. The author, I 
think has struggled against this defect, for at the end he gives us 
a brief general view, which lies buried under the mass of detail 
in the text. 

“ Since the end of the eighteenth century, the newspaper 
had been transformed. When Pitt was in Dowming Street a 
newspaper was merely a small commercial speculation designed 
primarily to advertise new books, quack medicines, theatre 
programmes, auction sales and slapping news. It contained 
only a few paragraphs of news and no leading articles; and 
its sale was measured by hundreds. The expansion of 
trade and industry, and, consequently of commercial 
advertising, which had been hindered, indeed, but not 
prevented, by the heavy tax on advertisements, rescued the 
newspaper Press from its dependence on Treasury subsidies 
or doles from the party headquarters, gave the newspapers 
large and increasing sales, and an ample revenue which 
enabled them to become financially independent ” (379). 
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This was what the Press had been. But into what had it 
changed by 1850? This Professor Aspinall does not clearly tell 
us, but concludes with a bald summary of the removal of the 
restrictions on the freedom of the Press, including the repeal of 
the “taxes on knowledge” between 1853 and 1861. I have 
recently had occasion for a special purpose (the Great Exhibition) 
to read the Daily News for 1851, Two features stand out: 
the fullness of the Parliamentary Reports, column after column of 
speeches, with the vote at the end—in fact, a Hansard of the 
leading speeches; and every day a great column of railway 
securities, with traffic receipts, i)rice movements, notices of new 
promotions, amalgamations and the like. Advertisements are 
still paltry, except in relation to railway bills. The leaders on 
the topics of the day, public health, papal aggression, continental 
politics, are brilliant; and the paper is steadily free trade. The 
only paper at all like it to-day is the Manchester Guardian, There 
are practically no head-lines. But there are many amusing 
tit-bits. On the day the Exhibition opened, May 1, 1851, the 
Provost and Fellows of King's College, Cambridge, announced to 
the nation that their College would henceforth forego its time- 
honoured privilege of taking without examination the B.A. 
degree. 

Professor Aspinall is exceptionally strong on the way in which 
the newspapers pestered the politicians, and how difficult it was 
to keep them in order. Ireland supplied a most extraordinary 
example in 1851-52. The Lord Lieutenant C-larendon got 
himself into the position of being blackmailed by a hireling and 
on the advice of the Chancellor of the Exchequer paid back from 
his owTi means the £1,700 secret-service grant which he had 
paid to the rascal. Luckily (declared Lord C larendon) “ the 
affair cost the public nothing, but he himself paid dearly both in 
money and annoyance for having meddled with the Press ” (377). 

We have, most of us, I take it, read the three noble volumes 
of The Times History, Professor Aspinall helps us to place this 
relation to its rivals. The breach with the Tories over the 
Six Acts, the breach with the Whigs over the New Poor Law were 
blows which the Government found it hard to offset by the 
support of other journals. The Times was slowly but steadily 
working up to the great days of the Crimea, when it might almost 
be said that it ran the country. As Professor Aspinalhreminds 
us, The Times knew, and had known since 1815, that the way 
to make the paper pre-eminent “ was to develop a news service 
superior to that of all rivals ” (77). 
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There is a bouquet for Cambridge, with which wJl^ose. The 
Morning Journal (July 24, 1829) is speaking. 

“The Globe is a gentleman—it has been educated at 
Cambridge—therefore it is a gentleman, and when we differ 
from it our language is respectful. We treat the British 
Traveller in the same way; but as to the Courier and the 
Post it is impossible to award them any other sort of cool 
politeness than that of eontempt ” (227). 

C. R. Fay 

Cambridge, 
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NOTES AND MEMORANDA 
Points as Curbency 

Recent studies of points as an alternative currency have 
concentrated on the attitude towards them of final consumers and 
have assumed that at that place in the system they could, in fact, 
be regarded as a form of currency and would behave as such. But 
to the majority of consumers, to those, that is, who do not deal in 
points in the black market, the exchange value of points in terms- 
of legal currency is the least important aspect of this war-time 
addition to our media of exchange. To them points are simply 
an administrative device for controlling the expenditure of the 
only currency they recognise—^pounds, shillings and pence. 

It is within the trading and administrative w’orlds of points 
rationing, where goods flow forward and points back to a Ministry, 
where these flows are to serve as guides to policy, that there is, 
or may be, a presurpption that points are currency and valued in 
terms of goods. The object of this note is to explore how this 
presumption works out in practice. 

In presenting what follows, sundry explanations and apologies 
are in order. First, it is based only on experience of the points 
system for rationing food. Second, my close administrative 
connection with this system ended in May 1942, and although I 
continued to see documents comiected with it for another three 
years they were not complete. Third, I have now no access to, 
official papers and must rely on memory alone. While what I have 
written does accurately represent the impressions that I formed at 
the time, it may well be that they are less valid for the later stages 
of the story which I did not see at close quarters. 

The system of points rationing for foodstuffs w'as introduced as 
a means of controlling the distribution, finm first-hand distributor 
to the final consumer, of certain commodities which were in short 
supply but at the same time were not readily capable of being 
brought into the existing system of individual rationing, either 
because, in fact, the supply was so short or because thejj were not 
in universal demand. The system was regarded as being very 
flexible, the points “ price ” of different foods being adjustable in 
successive rationing periods so as to increase or reduce demand for 
particular kinds and so to direct consumption into the desired 
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channels, while at the same time retaining the largest possible 
element of free consumer choice. Indeed, a very favourite 
expression of the protagonists of this form of rationing was that 
the points system would work “ just like money.” 

But in the circumstances of a legal market the phrase has to be 
interpreted with considerable caution. For the “ market,” in the 
technical sense, in which a points-rationing system is working has 
certain differences from the “ market ” in which the operations of 
a freely functioning price mechanism are being registered in terms 
of currency. 

In the latter case the assumi)tion is that variations in consumer 
choice will be transmitted through the channels of distribution 
from the final retailer to the first-hand supplier, and will there 
call forth changes either in the amount supplied, or in the 
supply price, or in both. Similar changes may also originate 
at the suppliers end, but these may or may not be transmitted 
down the chain to the final consumer. The extent to which 
changes in first-hand prices are passed along will depend on a 
variety of circumstances. Here only one wiU be mentioned, 
namely the extent to which the respective units of currency 
and commodity can be combined to produce a gradation of prices 
at which transactions can actually take place. 1 would call 
this the “ grain ” of the price system, so that when the grain is 
“ coarse ” the steps by wliich prices change are wider than when 
it is fine.” This grain is normally finer at the wholesale than 
at the retail end, and this relation affects the transmissibility of 
price changes. Where the retail price of flour normally changes 
by Id. per lb., it is not likely to be affected by a wholesale price 
change of \d. per bushel. In the case of eggs, a price change of 
less than 2s, fid. per long 100 cannot be exactly reflected in the 
retail price per dozen, or per egg, and may therefore, in certain 
circumstances in a free market, not be reflected at all; neverthe¬ 
less, in such a market, wholesale-price changes of this order of 
smallness frequently took place. But when prices are controlled 
all along the line of distibution, with fixed margins for each type 
of distributor, the situation alters. Because, for example, the 
smallest step by which the retail price of eggs can be changed is 3d. 
a dozen, the smallest possible wholesale change is 2^. fid. per long 
100, and, moreover, changes must be made only in steps of 2s, fid. 
per long 100. Thus the price grain is both uniform and coarser 
than in a free market, and this applies both to money prices and to 
points prices. 

This uniformity of grain in the first significant aspect of the 
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points^rationing system, coupled with the fact that the basic 
price, on which the others depend, is a retail price, fixed that is to 
say in terms of small quantities, per lb. or per single can, not per 
ton or per gross. This in turn makes the grain of the points- 
pricing system to be coarser than that of a free monetary system, 
with which it is so often compared. The need to allow for small 
purchases, of \ lb. or J lb., made it impossible to change the 
points price by less than 2-4 points per lb. Because tliis would 
have involved enormous changes in the wholesale pricing, it 
produced from the start an inflexibility in certain prices, which, in 
turn, made it rather more difficult than was at first expected to 
translate the theory of the system into action. This difficulty 
was not made less by the small number of points distributed per 
person in the early stages, i.e., 16-24. Later, when the points- 
banking system was inaugurated this could have been removed; 
quadrupling the points issue and the points balances at a given 
date would have raised the individual allotment to at least 64 per 
person and made possible changes by single points per ounce. 
But by that time the public had got used to the 16-, 20- or 24- 
points scale, and the arguments for leaving things as they were 
proved overwhelming. 

In order to start a points-rationing system supplies have to be 
moved to strategic spots in the chain of distribution with the 
intent that thereafter the flow of goods shall be governed by the 
movement of points from retailer through wholesalers to first-hand 
distributors and finally to the Ministry as the Jmis et origo of all 
rationed foods. The pulse of the machine in the Food Ministry 
(during the period referred to and doubtless still) resided in a 
monthly meeting at which experts of the points system and 
representatives of the commodity divisions concerned met together 
to decide the monthly allocations of points to the public, of 
commodities to the trade and the points “ prices.’’ The inform¬ 
ation before them comprised :— 

{a) the supply and offtake of the preceding month ; 

(6) potential supply and offtake of the ensuing month; 

(c) total of points available to the public to be satisfied; 

{d) the degree of ‘‘ consumer satisfaction ” in the preceding 
month. 

Two features in this list deserve mention. First, the meeting 
did not generally have before it, although during discussion thin 
might emerge, the number of points being actually offered by 
first-hand distributors for the several commodities. In view of 
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the monetary theory of the system this was somewhat surprising. 
Second, consumer satisfaction. This was a return made through 
the Ministry’s Survey Branch designed to show how far the 
available supplies were satisfying the demands of consumers. 
This was expressed as the percentage of consumers who were able 
to get what they wanted at the first time of asking. (Although 
theoretically points goods were obtainable anywhere, the practical 
dominance of the “ registered customer ” made it rather useless to 
make a second attempt at a shop at which one was not registered.) 
The degree of satisfaction varied for different foods and from time 
to time; e.gr., rice remained for a long time pretty steady at 98%, 
while dried fruits generally stuck in the low 30 indicating a 
considerable excess of demand over supply. 

In such circumstances the presumed function of the monthly 
meeting would be to vary either tlie points prices of various foods, 
the total number of }K)ints to be issued to the public or the amount 
of commodities put into the machine through first-hand distribu¬ 
tors. Points values and points issues were, indeed, varied from 
time to time, but 1 have the impression, which research might 
confirm or confute, that such variations were rather less frequent 
than theory demanded or might have led one to expect. Refer¬ 
ence has already been made to the tendency to inflexibility of 
prices; there were evident administrative disadvantages in 
varying too frequently or widely, and without some variation in 
the range of foods covered, the total number of points available 
to the consumer. Thus it w^ould seem to be necessary that the 
volume of input should vary. Theoretically this was possible, for 
althougli supplies were short and there was little room for man¬ 
oeuvre, yet some room could obviously be made in so far as the 
Ministry was ready to sustain moderate increases or decreases for 
short jieriods in the level of stocks. There were strict limits to 
this possibility, however, for even long-term conditions of supply 
were rather rigid, and the variations of supply needed to meet 
either variations of offtake by consumers or of demand by first¬ 
hand distributors backed by the offer of points proved to be larger 
than the system could meet. Yet if the scheme was to work 
“ just like money ” it was just this last-named demand tliat ought 
to have been met or moderated by price changes. It was in its 
inability to do either of these that the scheme diverged most 
widely from its theoretical basis. 

On the subject of inputs the designers of the scheme seem to 
have made two assumptions, first that the volume of input in each 
individual case would be based on the number of points offered by 
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first-hand distributors, second that such inputb would be passed 
instantaneously through the system to retailers. 

This second assumption was wrong on two counts. In the first 
place the time taken for an original distribution by the IVIinistry to 
get from the first-hand distributor to the retailer was always over 
4 weeks. Thus an input which had been calculated with reference 
to the presumed offtake of one month might actually meet the 
offtake of the next but one, or at least find itself forming part of 
two monthly periods. Commodity Directors could allow for this 
in a fairly broad way, c.^., inputs of currants for the Christmas 
trade could be made around the end of October. But the gearing 
of the points scheme demanded closer quantitative relations. 
Secondly, the time interval was not the same for all foods, for some 
moved faster than others, and this increased the difficulty of 
exactly relating inputs to offtake. In theory, of course, there was 
a perfectly good administrative answer to any complaint that 
supplies of a particular food were failing to come through to the 
effect that the system was designed to meet just that contingency, 
for the consumer could always buy other foods if his first choice 
was not available so long as the total points value of the input was 
equal to the total points^ in the hands of consumers. But tliis last 
proviso demanded that the rates of flow of all foods should be 
uniform, and this was not so. The position was made practically 
insoluble by the introduction of the transport-zoning scheme, 
which was designed to economise the use of transport by restricting 
the cross-country movement of commodities. As an objective 
this was sound, and the means taken to achieve it not ineffective. 
But its very success cut out many opportunities of meeting 
regional variations of tastes. Nor was it possible, administratively, 
to introduce regional variations in points prices, although this 
would have done something to smooth out various oddities, such 
as the strange behaviour of Grade 1 salmon and the disappearance 
of syrup in Scotland while it flowed freely in southern England. 

Moreover, if the flow of goods from inlet to outlet was slow, the 
reverse flow of points from retailer to first-hand distributor was 
rapid. This affected the first assumption mentioned above, 
which was really the basis of the whole system, namely that the 
volume of any given issue of food by the Ministry should be 
related to the number of points offered by the fi>rst-hand distribu¬ 
tor and to the wholesale points price. 

In order to carry out this assumption it was necessary that there 
should be an uniform system of distribution for all commodities, 
and that either the quantities or the points prices should be 
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variable. Now it was. clearly intended at the start that all 
commodities should be distributed on the basis of points surren¬ 
dered by distributors and that either prices or quantities should be 
varied so as to bring supplies and points into alignment. But 
difficulties arose early because there was already in existence for 
each commodity a system of distribution based on some other 
criterion, usually 1939 datum figures or current sugar registrations. 
Neither the trades nor the Ministry were particularly anxious to 
initiate changes that would have upset the internal balance 
between individual traders. Thus within the limits of available 
supply the quantities distributed were generally fixed on some 
basis other than that of points offered by first-hand distributors. 

A further difficulty arose from the fact that there was no 
uniform method for converting the basis of distribution that was 
actually adopted in any given case into a valuation in terms of 
points so as to secure the surrender by first-hand distributors of 
the points which their allocation represented. In some cases 
supplies were issued on credit, i,e., to be paid for by jioints later 
secured. For the time being, therefore, points in the hands of 
distributors, who were generally dealers in more than one kind of 
points-rationed food, were av’-ailable to back a demand for other 
kinds. Thus as various commodities were successively brought 
into the scheme the later arrivals came under the pressure of 
unspcmdable points w^hich were shifted from those foods distributed 
on a 1939 or some other non-points basis. 

Two ways were open, in theory, to meet this situation, to vary 
the amounts supi)lied by the Ministry or to vary the })oints prices. 
But although as has been said above there was some possibility of 
varying the quantities suj)plied, yet the scope of such variations 
was obviously limited, especially upwards; it was always easier to 
reduce than to increase the quantities issued. At the same time 
it was not practically possible to mop up all the points offered by 
raising the points price, for with a coarse-grained price system this 
would havd killed retail sales. 

The result of all this was that the nearest the points system 
came to working “ just like money ” was to exemplify a con¬ 
trolled inflation.” There was a steady provision of points 
“ currency ” to consumers, which they used, in whole or in part, 
to obtain various foods. But the supply of foods into the system 
was not based on points offered by first-hand distributors, but 
was determined by the long-term policy of particular Commodity 
Xlivisions and was split up among individual distributors, gener¬ 
ally speaking, on the basis of their 1939 trade, for all attempts 



168 


THE ECONOMIC JOURNAL 


[march 


failed to base first-hand distribution strictly on points. Thus 
there accumulated at various places in the chain of distribution, 
though more generally among wholesalers and first-hand distribu¬ 
tors than among retailers, masses of points purchasing power ’’ 
which they were unable to use and exerted a pressure of demand 
which bore perpetually on the Divisions of the Ministry responsible 
for issuing commodities to the trade. 

These accumulations took place because of various lags in the 
system to some of which reference has already been made. There 
was the lag in paying in points for quantities issued. There was 
the difference between the velocity of circulation of points one way 
and of commodities the other. To some extent also points piled 
up in the scheme because commodities were sometimes carried on 
in the scheme after importation and distribution had stopped, and 
as stocks in hand ran out demand was shifted on to other com¬ 
modities. Conversely, when a new commodity came on, stocks 
and goods in transit became windfall points capital, for the 
administrative difficulties involved in taking inventories and 
charging for them were insuperable. Some retailers grossly 
mismanaged their points, and not once but frequently. This 
meant that points accumulated in the hands of the cleverer 
retailers, but, again, it was not possible to let the foolish ones stew 
in their own juice, and sooner or later there had to be some more 
points doled out all round. Wholesalers, quite illegally, gave 
points credit, and this could never be stopped, for even when one 
was caught it was impossible to get the theory of the system 
appreciated in a court of law. Even after the institution of the 
points banking system, the pruning of excessive accounts was a 
long and difficult process. And behind aU this was the reluctance 
of wholesalers, and even more so of retailers, to accept the theory 
of the system. They did not want the measure of free enterj)rise 
involved, therefore they were always clamouring for more points, 
never seeing that by so doing they made the position worse instead 
of better. 

To sum up, I would submit the following considerations. 

Any study of points as currency must not disregard the implica¬ 
tions of rationing itself, the problems of administration and the 
diflSculties that arise from a “ coarse-grained ’’ pricing system. 
When these are brought into the picture it may well appear that 
points can never behave ‘‘ just like money,’’ or insofar as they do, 
it is money minted in a Shachtian rather than a Marshallian mould. 

As for points rationing as a system of controlling distribution, 
it may be said that for the administrator it does offer a possibility 
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of varying the public’s, propensity to consume certain types of 
commodity. But the problem of fitting supply to demand, as 
indicated by the offering of points along the line of distribution, 
will provide perpetual administrative headaches and perhaps 
can never be really solved. 

To traders it is even less satisfactory, even if we allow that in 
their complaints that they cannot get what they want they will 
not always nor often be disinterested parties. The availability of 
supplies must be conditioned by government policy (in the case of 
food by such matters as nutrition, shipping space or the balance of 
payments), and individual allocations determined by some datum 
line in the fixing of which their current points trading may play 
little or no part. Yet the public will believe, or choose to think, 
that the system is one of flexible distribution guided by public 
demand and will tend to ascribe to the distributive trade rather 
than to the situation itself such disappointment as it suffers. 
Even if traders do not really w^ant the flexibility that the system 
purports to achieve, they cannot say so openly and will try to 
divert from themselves and on to the original suppliers the 
complaints of final consumers. At the same time thay have to 
keep track of the volume of points flowing through, to check a 
jioints account as well as a cash account. 

Yet, paradoxically enough, to the final consumer the system 
gives a good deal of satisfaction. The individual feels—or, at 
least at the start of the scheme did feel—that he has some choice 
in the composition of his diet and that, in some way free choice is 
being combined with ecpiality of opportunity. But he fails to 
observe that in fact his range of choice is circumscribed by con¬ 
siderations outside the system, and that the system itself affects 
a very small range of his purchasing horizon. For even at the 
maximum load on the scheme the value of the points ration, 
averaged over the range of foodstuffs, never went much above 25.6d. 
per month. Perhaps the best comment is that made to the writer 
many yeargf before the *War by a French hotelier to whom he had 
remarked that the central heating did not work as designed 
mais, apres tout, monsieur, il-y-a une illusion.” 

E. M. Hugh-Jones 

Kebh College, 

Oxford. 
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The Presentation of National Income Statistics 

During the last two decades, national-income studies have had 
a rapid development and have reached the stage where inter¬ 
national standardisation becomes desirable. With this end in 
view, the United Nations have published their Studies and Reports 
on Statistical Methods No. 7. ^ The report proposes first “ a system 
of accounts that provides a framework within which true com¬ 
parability can be developed as time goes on ” and second “ tables 
which we recommend should be adoi)ted as a framework in the 
presentation of national income statistics. ’ ’ These tables comprise 
fifteen aggregates.^ They are designed to present “ certain 
accounts for the whole economic system or for major sectors of it 
which are of great utility in practical economic analysis.’' 

The tables throw into relief various specific aspects of the 
economic system. But, surprisingly, no table presents the system 
as a whole. It may be that the suggested form of presentation is 
sufficient for the economi.st who is conversant with the procedure 
of social accounting of which the tables are an epitome. But it is 
certainly bewildering for the lay reader who tries to understand 
these statistics.® The interconnection between the various state¬ 
ments remains obscure, and the quantitative interdependence of 
the aggregates can be grasped only by means of a circumstantial 
analysis. It therefore seems desirable to devise a further state¬ 
ment which gives the missing bird’s-eye view of the economy as a 
whole. 

At the end of this note, a statement is suggested which tries to 
do this along the lines of commercial accounting practice. The 
statement is composed of a Profit and Loss Account, here called 
“ National Revenue Account ” and a Balance Sheet (which, 
however, does not show the assets and liabilities themselves, but 
only the changes which occurred during the year). It differs from 

^ Moasuromont of National Income and the Construction of Social Accounts. 
Report of the Sub-committ-oe on National Income Statistics of the League of 
Nations Committee of Statistical Exports. Appendix : Definition and Measure¬ 
ment of the National Income and Related Totals, by Richard Stone. United 
Nations. Geneva. 1947. (Quotations from page 9.) 

* The fifteen aggregates are: (1) personal income; (2) personal outlay; 
(3) relation between personal income and national income; (4) national income 
by factor shares; (6) national income by branches; (6) national expenditure at 
factor cost; (7) national income by income payments; (8) gros^ natiinal pro¬ 
duct; (9) national expenditure at market prices; (10) saving; (11) capital 
formation plus net lending; (12/13) receipts and payments of enterprises on 
operating accoxmt; (14/1.5) receipts and payments of the public sector. 

* W. M. Dtioey, therefore, asked for a “ popular version of the White Paper on 
National Income see Economic JouitNAii, 1944, No. 214, p. 178. 
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a commercial accounts statement in one major point. The 
commercial statement shows the relation of an enterprise to the 
world around it. If national accounts were drawn up similarly, 
the statement would boil down to a Balance of Payments Account 
showing the relation of the national unit to the rest of the world. 
Most of the figures relevant in nationahincome statistics, however, 
concern the relation to each other of various sectors within the 
economy. Accordingly, the accounts are drawn up in tabular 
form, dividing the economy into a business and a non-business 
sector, the first being composed of “Inland”^ and the ‘‘ Rest of the 
World,” and the second of a “ private ” and a “ public sector.” 
Broadly speaking, the first sector gives the real aspect, stressing 
the movement of goods and services, and the second gives the 
nominal aspect, stressing the movement of purchasing i)Ower. 
Or, if compared with commercial accounts, the account ‘‘ Rest of 
the World ” gives the usual statement which is then analysed into 
the other accounts in such a form that the debit and credit entries 
of each line balance (except for the few cases of “ balances carried 
down ” and of the balance sheet).^ 

Within the Revenue Account, items are grouped into A. 
Income; B. Sales proceeds ; C. Adjustment items and D. Transfer 
items, leaving in each account E. Balances to be carried to the 
balance sheet, similar to the commercial usage.^ The Balance 
Sheet, too, uses commercial headings, viz., G. Own funds, and 
Assets and Liabilities, divided into H. Real^ and I. Nominal. This 
way of presentation raises a number of interesting theoretical 
questions which, however, need not be followed up here. 


^ This is the consolidated Profit and Loss Accoimt for the private business 
system requested by Gilbert and Jaszi in Economic Journal, 1945, No. 220, 
pp. 446—7. 

* The five accounts in the attached statement correspond to the five accounts 
in the “ simplified social accounting system ” of J. R. N. Stone in Economic 
Journal, 1947, No. 227, pp. 293 sqq., and to the Tables 14 to 19 in the National 
Income White Paper of 1948, Cmd. 7649. The main differoncos in presentation 
are ; (a) the juii:taposition of the accounts, (6) the captions and (c) the treatment 
of the capital accomit in the balance sheet. 

* It is, of course, possible to condense the statement, e.g., by relegating the 
transfer items No. 37 to 45 to sub-schedules. The statement here drawn up 
follows closely the example given in the Appendix to the UNO report. 

* Group G equals Group H, being the equation savings = investment. It is 
here presented not in its simple form composed of two members, as applicable to a 
closed economy (S =; I), but in its developed form, consisting of three members, 
cp. the UNO Report, p. 32, n. 1, and the concept of the “ Balance of the national 
economy of Gruenbaum in his ** National Income and Outlay with Reference to 
Savings, Capital Movements and Investment ” in the South African Journal of 
Economics, 1944, pp. 28 sqq., and in his National Income and Outlay in Palestine 
1936, Table I. 
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A further advantage is that the statement may serve as the 
pivotal exhibit to which all subsidiary information is linked by 
means of schedules and sub-schedules. These may take four 
forms : (a) a column is analysed into its component parts {e.g., 
“ Inland business ’’ is broken down into business enterprises plus 
house ownership plus banking plus other financial intermediaries 
plus insurance); (6) an account or a column is repeated in a varied 
presentation. E.g,, “Inland—current account’* may be re¬ 
capitulated in net, instead of in gross, figures. In this form the 
column lends itself easily to time comparisons; (c) a caption on the 
left hand is broken down into its component parts (e.g., sales pro¬ 
ceeds of consumers’ goods and services, No. 18, into classes of 
goods, etc.); (d) an aggregate broken down in the statement in one 
form (e.g.^ national income in No. 15 ‘‘ by income payments ”) is 
repeated in other forms in schedules {e.g., ‘‘ by factor shares ” 
and by branches ”). Whatever the wealth of detailed informa¬ 
tion included in a report, the reader can orientate himself easily 
by reference to the Revenue Account and the Balance Sheet. 

It wdll be noted that out of the fifteen aggregates contained in 
the separate tables proposed by the UNO committee, seven are 
incorporated in the statement ^ and two others can be easily 
read off.* To that extent, a Revenue Account and Balance 
Sheet make the separate presentation of tables superfluous. Four 
of the remaining aggregates can easily be linked by way of schedules 
to some of the aggregates included in the Revenue Account.* 
Furthermore, by slightly redesigning the statements, additional 
aggregates of economic importance can be incorporated. This has 
not been done in the attached example in order to follow as closely 
as possible the numerical example given by way of dlustration in 
the Appendix to the UNO report. 

E. PUERST 

Jerusahm^ 

^ Personal income No. 64; personal outlay No. 64; relation between per¬ 
sonal income and national income No. 64 to No. 16; national income by income 
payments No. 16; gross national expenditure No. 33; saving No. 48; capital 
formation and net lending No. 61 to No. 63. 

* Keoeipts of enterprises on oi>erating account No. 18 to 42 less 22 in the 
first account left hand plus 29; receipts of the public sector No. 66 plus 66 less 
26 in the last account, left hand. 

• National income by factor shares; net national product; and net national 
expenditure as schedules to No. 15; gross national product as schedule to ]9o. 33. 
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Labour in the Army in Two Wars 

A COMPARISON with the upshot of a study of experience in the 
First World War adds force to the findings and suggestions con¬ 
tained in Professor Phelps Brown’s interesting study, Morale^ 
Military and Industrial?- Although Professor Phelps Brown con¬ 
siders the attitude and reactions of the fighting men themselves, he 
finds the common ground for comparison between work in the 
Army and work in civil life by taking “ the soldier in denims rather 
than in battledress, and so keep(ing) to those parts of army life 
which are least affected by war-like excitement and the ‘ servitude 
et grandeur militaires ’ ” (p. 42). The work is therefore strictly 
comparable with that of the British labour battalions of the 
First World War discussed by Lord Lindsay.^ The purpose of 
the two papers is identical : in Lord Lindsay’s words it was to 
set down the results of an elaborate experiment in the organisa¬ 
tion of labour, where the economic motives were largely absent, 
and their place had to be taken by others ” (p. 69), while in the 
words of Professor Phelps Browm ‘‘ the object of this study has 
been by examining some of the ways in which men worked when 
they did not have wage-incentives or the sanction of dismissal, to 
reveal the operation of factors whose effects, if any, it would 
otherwise be hard to disentangle ” (p. 52). 

Both writers agree that patriotism itself did little to bring 
forth hard work day by day, but was rather, in Professor Phelps 
Brown’s happy phrase, “ a general and permissive condition for 
work, rather than a motive ” (p. 43; cf. Lindsay, p. 74). Both 
note the importance of professional skill, and with it j)rofessional 
pride in raising individual output (Phelps Brown, pp. 43-4; 
Lindsay, p. 77). As an alternative to a money reward output 
could be stimulated by some exemption from duties, as leisure was 
something everyone wanted (Phelps B:fown, p. 44; Lindsay, 
p. 76). 

It is remarkable that both writers stress two other factors 
above all otHers. In the first place, efficiency benefited greatly 
when each man was able to see what he was contributing and was 
not a mere cog in a large machine. If they are treated as cogs 
in a machine, it does not much matter whether the machine is 
grinding out profits for individuals or benefits for the public. 
Being treated as a cog matters more than the purpose to which 
the machine is put. For treatment as a cog is obvious and ever 

^ Economic Journal, Vol. LIX, No. 233, pp. 40-66. 

* ** The Organisation of Labour in the Army in France during the War and 
its Lessons,** Economic Journal, Vol. XXXTV, No. 133, pp. 60-82. 
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present to the imagination, the purpose you are serving in the 
machine is difficult to keep continuously alive in the mind ” 
(Lindsay, p. 75; cf. Phelps Brown, pp. 43-4). The answer was to 
be found in group morale. Lord Lindsay says the Labour Direc¬ 
torate ordered that men should bo employed regularly in the same 
company or regular division of a company which was encouraged 
to keep records of work accomplished. Once the groups were 
formed and gained the loyalty of its small membership, such 
records were useful for stimulating competition with other teams 
with whom they were in contact (Phelps Brown, pp. 46-6). 

In the second place, “ the fact that all were working for a 
public end did not in itself eliminate ill-feeling between employers 
and employed ” (Lindsay, p. 75). The antagonism outlasted the 
profit motive, which had been eliminated. It was due, according 
to Lord Lindsay, to the continuance of treatment of the men as 
mere mechanical instruments. Once this was overcome the 
grievance disappeared. It was overcome by laying the responsi¬ 
bility for doing specific tasks and the methods of carrying the work 
out on the labour company itself. “ How they did it, what inter¬ 
vals of rest they took, how they arranged their squads, was their 
affair. They were not living tools, but men assigned a responsible 
task and given scope to do it ” (Lindsay, p. 76). Not only did the 
output of companies working on this contracting system improve 
enormously but also what had hitherto been monotonous routine 
provided scope for experiment and initiative. Likewi.se Professor 
Phelps Brown holds that “ A great economy of effort could be 
achieved if the operational or administrative sub-unit could be 
made to coincide with the group. In effect, this meant giving the 
group a job and leaving them to get on with it. . . . Members of 
the group, having a problem in their own hands, might make a 
good suggestion which would not have been heard of otherwise, or 
offer to do something extra which they would have resented being 
ordered to do ” (pp. 46-7). 

The close parallelism between the content of the two papers 
may be seen also in the suggestions that each author makes. It 
will suffice to quote the following. “ These facts seem to confirm 
the view that in a modern industrial society the fundamental 
antagonism is not between those who own capital and those who 
do not, important though that distinction may be, but is between 
those who take responsibility and manage and discipline, an^ those 
who are given no responsibility and are managed and disciplined, 
and that no solution of industrial problems is possible unless that 
antagonism is removed. How far the method which proved so 
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successful in the army is applicable to industrial conditions is a 
difficult question. The work done by the labour corps involved 
little use of machinery, and therefore gave scope to individual and 
collective contrivance in a degree which would not be possible with 
machine production. The army experiments did, however, show 
that in work which under the old system had seemed to be merely 
mechanical routine, there was scope for contrivance and planning 
when men gave their minds to it ” (Lindsay, p. 77). Professor 
Phelps Brown puts his point thus : “ Some branches of manu¬ 
facture may offer a choice between organising departments accord¬ 
ing to process or according to product : each process may be 
concentrated into one department, or the department may be set 
up to contain most of the processes which go to the making of a 
given assembly or product, even though this moans that the same 
process will now be carried on separately in several departments. 
The experience reported here gives some reasons for expecting the 
latter to be the method which will suit human nature best; though 
the technical economies of concentrating processes may often be 
too great to allow of it. Under it, the end product is within sight 
of those engaged on particular processes, who thus have more 
chance to feel that they are really making something, instead of 
only going through certain motions. Those who are engaged in 
the various jobs can see how these fit—or sometimes fail to fit— 
into one another, and ma}^ develop a team spirit. The frustration 
of being held up by other people’s shortcomings is avoided so far 
as the supplies of components or the links in a chain of processes 
are brought together by one team to maintain, making their own 
internal adjustments as necessary. The departmental leadership 
is given more executive freedom and less chance to put the blame 
on someone else ” (p. 54). 

D. J. Morgan 

The London School of Economics. 


The Use of Home Resources to Save Imports 

1. Mr. Blagburn, in his Article published in this issue, has 
shown that in order to obtain £100 of import-saving production 
from British agriculture we had before devaluation on average 
to give up £123 of home resources (Table I). This raises the 
question of the conditions in which it is right to use home re¬ 
sources to save imports. Would it be better to devote the 
marginal home resources to the production of additional exports, 
and thus obtain the additional food from abroad ? 

No. 237— ^voL. LX. 
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2* At constant prices the £123 of home resources would 
probably produce exports worth perhaps £185 f!o.b., the difference 
being due to the higher net output per head in manufacturing 
industry and the profits excluded in Mr. Blagburn’s valuation 
of resources. Further, in order to obtain comparability with 
Mr. Blagbum it is necessary to attempt to value the exports 
c.i.f. If the marginal cost of carrying extra exports can be 
treated as negligible, the £185 might be stepped up to £200. 

3. Mr. Blagburn suggests (Section IV) that beyond a certain 
point the average value of home resources required per unit of 
imports saved increases slowly as total output, and therefore the 
intensity, of production increases. This situation might be de¬ 
picted in tabular form by illustrative figures as follows : 

Taule I 

The Productivity in Export Industries of Resources Devoted to 
United Kingdom Agriculture, 

£ at constant prices. 
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this note, the marginal physical productivity of the export 
industries is constant. . 

6. In what follows, we propose to deal with the effects of one 
factor only, the elasticity of demand for United Kingdom exports. 
It is implicitly assumed that the net effect of the other factors 
influencing the terms of trade, including the effects of varying 
levels of United Kingdom imports on the prices of imports and 
on the incomes of our foreign suppliers, is small relatively to the 
effect of the elasticity of demand for our exports, and can reasonably 
be neglected in an attempt to establish orders of magnitude. 
That is an assumption which will need examination. On the 
other hand, any formulation wliich attempted to take account of 
the whole set of relationships would be quite impracticable here. 
We shall assume that British exports are cheapened to the extent 
necessary in every instance, while import prices remain constant. 


Table II 

Effects of Alternative Elasticities of Demand for Exports on the 
Resources per £ of Increased Imports, 


£ at constant j)rif5cs. 
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6. In Table II it has been assumed that the volume of exports 
is increased by 20%. On various alternative assumptions of the 
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elasticity of demand for British exports, calculations are made 
of the net gain of imports. Allowance is made for the increased 
imports of materials necessary to make the exports on the 
reasonably realistic assumption that the import content is 16%. 
It will be seen that on the assumption that the elasticity of demand 
for exports is 1-5 the net increase of imports that could be secured 
by devoting an extra £100 to export is £5«9; this may alternatively 
be stated in the form that to secure an extra £ of imports, £17 
of resources must be employed. If, on the other hand, the 
elasticity of demand for exports is as high as 4, the net increase 
of imports would be £64*7, or to secure an extra £ of imports, £1*5 
of resources would have to be used. 

Table III 

The Balance Between Import Saving and Export on Various 
Assumptions 


£ at consvant prices. 
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(b) Assumption 3 of Table /. 
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(c) Assuming Marginal Bate itnplied in Table i.' 
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7. In Table III the results of Tables I and II are brought 
together. If, following Mr. Blagbum, it requires £123 tf home 

^ The illustrative figures in Table I assume that an increase of £47 of resources 
would be required to secure approximately £30 of further import saving. This is 
equivalent to about £160 of resources per £100 of import saving. 
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resources to save £100 of imports, and if, after allowing for higher 
productivity in the e^cport industries these resources could 
produce £200 of export goods at constant prices, the net addition 
to imports for any given elasticity of demand for exports can be 
calculated from column (ix) of Table II. If, for example, the 
elasticity is 2-5, the net gain of imports secured by the £200 of 
output in the export industries is £87. The transfer of resources 
from agriculture to export will add to net imports if, but only if, 
the elasticity of demand for exi)orts is in excess of about 2*8. 

8. The Table includes alternative calculations, the first of 
which corresponds with the least favourable figure given in Table I, 
column (ii), and the second of which corresi)onds approximately 
to the marginal rate of expenditure of home resources per £100 
of imports saved implied by the figures given in Table I. It will 
be seen that if £131 of resources are used to save £100 of food 
imports, some diversion from home agriculture to export becomes 
worth while if the elasticity is a little above 2*6. On the alterna¬ 
tive assumption that £160 of resources arc used to save £100 of 
food imports, diversion remains worth while only if the elasticity 
is of the order of 2-3. 

9. If it is legitimate as a first approximation, to neglect the 
other factors influencing the terms of trade, then it may be said 
that our present agricultural policies are appropriate if, but only 
if, the elasticity of demand for British exports is of the order of 
2-5. This is a substantially higher elasticity than most statistical 
investigations into the pre-war data have suggested. Is there 
reason to think that this elasticity in fact now prevails ? 

10. These calculations have a further relevance to the sub¬ 
stitution of other forms of consumption for the consumption of 
food. What is evident is that additional supplies of food are 
subject to diminishing returns whether they are secured by home 
production or by import, if additional imports can be secured 
only by further worsening of the terms of trade. But if the 
British consumer would prefer an additional £200 (or possibly 
even an additional £260) of home-produced non-food consumption 
to an additional £100 of consumption of food, that substitution 
of a larger volume of non-food consumption can be provided with 
no increase in the use of resources. What is the marginal rate of 
substitution between food and home-produced goods or services 
in general ? 

Austin Robinson 

Robin Harris 



182 THE ECONOMIC JOUENAL' [MAECH 1960 

CcTEEENT Topics 

De. John Neville Keynes, Fellow of* Pembroke College, 
Cambridge, formerly Registrary of Cambridge University, father of 
John Maynard Keynes, died in Cambridge on November 15, 1949, 
aged ninety-seven. While his main work was in the field of logic, 
he was well known as a teacher and writer of economics, and his 
book The Scope, and Method of Political Economy was widely read. 
We shall hope to publish a fuller notice in a later issue. 


The Royal Economic Society must offer double congratulations 
to Professor A. L. Bowley, first, on reaching his eightieth birthday, 
second on the conferment of the honour of Knight Bachelor and 
in the New Years Honours List. 


We congratulate also Mr. A. K. Cairncross, lately Economic 
Adviser to the Board of Trade and recently appointed to a Chair 
at Glasgow University, on the award of a C.M.G. 


Me. H. J. Habakkuk, Fellow of Pembroke College, Cambridge, 
has been appointed to the Chair of EcoiiOfflic History in Oxford 
University. 


Houblon-Norman Fund, The Trustees of tlie Houblon- 
Norman Fund invite applications for Fellowships or Grants in aid 
of research into the working of financial and business institutions 
in Great Britain and elsewhere and the economic conditions 
affecting them. Apart from exceptional cases, awards will be 
confined to British-born subjects normally resident in the United 
Kingdom and will take effect from October 1, 1960. Fellowships 
will be awarded for one year, renewable for a second year : and 
the amount of all awards will de})end upon the circumstances of 
the candidate and the likely expenses of his work. Applications 
should be made not later than March 31, and forms of application 
may be obtained from the Secretary of the Fund (H. C. B. Mynors), 
c/o the Bank of England, London, E.C.2. 


The Association of Scientific Workers has recently formed a 
new branch for Social Scientists. Any who are interested-ehould 
get in touch with the Secretary of the London Social Scientists 
Branch, Association of Scientific Workers, 28 Queen’s Avenue, 
London, N.IO. 



RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society, 

VoD. CXII, Part I, 1949. Some Statistical Aspects of Road Safety 
Research: K. J. Smekd. Earninys and Working Hours of Manual 
Wagc-Earners in the United Kingehym in October, 1938: R. B. Ainsworth. 
Statistics of the Censuses of Production and Distribution : H. Leak. 

VoL. GXrj, Part II, 1949. Internatiojial Statistics : IT. Campion. Local 
Government Statistics—with Special Reference to the Health Service : B. 
Benjamin. Tables of Sequential Inspection Schemes to Control Fraction 
Defective : F. J. Anscombe. The Overseas Trade Statistics of the United 
Kingdom : A. Maizels. 

The Economic History Review. 

Second Series, Vol. II, No. 1, 1949. The Concept of Economic Imperial- 
ism : R. Ivoebner. Elizabethan Overseas Trade : L. Stone. An 
Industrial Revolutimi in the Cotton South : S. Melman. So7ne Lincoln¬ 
shire Enclosure Documents : W. H. Hooeobd. The Bank of England as 
Mentor : J. K. Horsefield. 

The Political Quarterly, 

October —DEciatBER 1949. A Review of Socialist Financial Policy, 
1946-1947 : D. J5ruce. (Umservativc Policy : R. A. Butler. How 
Isolationist is Stalin ? : A. Wkrth. The Control of Foreign Policy in the 
United States : W. Y. Elt.iott. The Vatican and Italian Democracy : 
Ninetta S. Jucker. Political Rights of Civil Servants : W. 11. Morris 
Jones. 

The Manchester School of Economic and Social Studies, 

Vol. XV j I, No. 3, September 1949. The Effects of an Overseas Slump on 
the British Economy : F. V, Meyer and W. A. Lewis. The Theory of 
Profit : P. Streeten. Haslingden : a Problem of Balance : Irene W. 
Scarf. A Note on the Size of Eslahhshments in Factory Trades : K. S. 
Lomax. Statistics Relating to the North-West, 

I}Uernatlonal A ffairs. 

Vol, XXV, No. 4, October 1949. The Church in Relation to International 
A ffairs : Bishop of Chichester. The Waters of the Jordan : a Problem 
of International Water Control : 11. A. Smith. World Government—In 
Whose Time : P. F. Corbett. International Equilibrium and National 
Sovereignty under Full Employment: A. J. Brown. Greece in the Spring 
of 1949 : B. Sweet-P^scott. Forces for Unity in Malaya : T. H. 
Silcock. Th(\ Strategy of the Arctic : V. Patriarchie. The Fate of 
Arahdom : a Study in Comparative Nationalism : E. Marmorstein. 

Population Studies. 

Vol. Ill, No.* 1, June 1949. The Demographic History of the Northern 
European Countries in the Eighteenth Century : H. Gille. Population 
Statistics and Population Registration in Norway. Part 3, Population 
Censuses : K. Ofstad. Mortality in New Ze^and and England and 
Wales: E. Lessof. The Population of Libya : Chia-Lin Pan. 

Vol. Ill, No. 2, September 1949. The Cost of Children, Part I : A. 
Henderson. Optimum Populatiem, Foreign Trade and World Economy : 
M. Gottlieb. Practical Problems in Sampling for Social and Demo¬ 
graphic Inquiries in Undeveloped Countries : You PoH Seng. Some 
Features of a Peasant Population in the Middle East : D. A. Percival. 
Supplementary Maternal and Child Health Services. Part I, Post¬ 
natal Care. Part 11. Nurseries : J. W. B. Douglas and Gbiselda 
Rowntbee. 
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The Sociological Review, 

VoL. XL, Section 9, 1948, Problcrm of Country Town Industries : K. S. 
Woods. 

VoL. XL, Section 10, 1948. Racialism as a Social Factor : F. Hertz. 

The Eugenics Review. 

VoL. 41, No. 3, October 1949. Maurice Newfteld. The Royal Commission 
on Population : the demographni position : Sir Charles Arden-Close. 
T'he Royal Commission on Population and the Society's Aims : C. P. 
Blacker. The Royal Commission on Population and P.E.P. : K. 
Kumbold. The Royal Comtnt.ssion's Report and the Press: C. P. 
Blacker, Some Biological Considerations in Social Evolution : H. J. 
Fleure. 

International Journal of Agrarian Affairs. 

VoL. 1, No. 3, September 1949. International WhcM Agreements: 
A. C. B. Maiden, C. Orlando, J. Pedersen, Clare Burgess and 
11. G. L. Strange. 

Soviet Studies. 

VoL. I, No. 2, October 1949. Froin Munich to Moscoiv, II : E. H. Carr. 
The Biology Discussion : a commentary (K.S.). Some Recent Develop¬ 
ments in Soviet Economic Thouijht (J.M.). The .Journal of the Moscow 
Patriarchy ; an analytical survey of contents, 1943 -49, II (K.S.). 

Bulletin of the Oxford University Institute of Statistics. 

VoL. IT, No. 9. September 1949. Income Distribution in 1938 and 1947 : 
D. Seers. The Registered Distribution of Juvenile, Labour : R, Godson. 
Some International Asj)ects of Strikes : K. Forcheimer. 

VoL. 11, No. 10, October 1949. Quarterly Estimates of the, National 
Income : D. Seers and Others. Human Needs Diets frmi 1936 to 1949 : 
T. Schulz. 

VoL. 11, No. 11, November 1949. The Industrial Distribution of Juvenile 
Lalwur : K. Godson. Cajntal Movements, the Terms of Trade and the 
Balance of Payments : K. Martin. 

London and Cambridge Economic Service. 

VoL. XXVII, Bulletin IV, November 1949. The Economics of 1950 : 
C. F. Carter and H. C. Tress. Prices and Devaluation : R. G. D. 
Allen. Wage Rates and Earnings : A. L. Bowley. Index of Industrial 
Production : A. A. Adams. International Finance, : G. S. Dorrance. 
Home Finance, : F. W. Paish. World Commodity Survey : C. F. 
Carter. Building and Civil Engineering : I. Bowen. Canada : D. C. 
MacGregor, 

The Banker. 

October 1949. Devaluation and its Effects. Problem of Sterling Area 
Retrenchment. South A frica's Place in the Sterling Group. 

November 1949. International Effects of Devaluation. Scotland: an 
economic survey. 

December 1949. Interest Rates and the Crisis. Convertibility within 
Europe. India's Balance of Payments : A. K. Conan. 

The Bankers' Mayazine. 

October 1949. The £ at %2.80. Reflections of an Industrialist. The 
Economic Situation. 

November 1949. The Impact of Devaluation on Transactions at the 
Overseas Branch. 

December 1949. Devaluation, 1931 and 1949 : M. J. Bonn. Devaluation 
of Sterling and the Rupee. The Australian Banking Case : C. B. t)ROVBR. 

Barclays Bank Review, 

November 1949. Exchange Adjustments. The Role of the International 
Bank for Reconstruction and Development. 
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District Bank Review, 

December 1949- The Consequences of Devaluation, At the Show, An 
American Point of View. ' A Factor Affecting Productivity : K. 8. Lomax. 

Lloyds Bank Review, 

October 1949. The Sterling Problem: L. Robbins. Benelux: The 
Editor. 

Midland Bank Review, 

November 1949. Some Comments on Devaluation. “ National Savings ” ; 
types and trends. 

National Provincial Bank Review. 

November 1949. The Problem of the Middle Classes : R. Lewis and A. 
Maude, Diversification of Industry : H. G. Hodder. 

The Three Banks Review, 

No. 3, September 1949. Patent and Copyright Reform : Sir Arnold 
Pi.ANT, British Television for Export. A Lancashire Banker and 
Parliamentary Reform 1832. 

Planning, 

VoL. XVI, No. 303. The Hospital Service. I. System of Management, 
VoL. XVT, No, 304. The Cycle Industry. 

VoL. XVI, No. 305, Rent Control Policy. 

VoL. XVI, No. 306. University Courses. 

VoL. XVI, No. 307. U.N, and the Agencies. JI. The Secretariat's R6le. 
Town and Country Planning. 

VoL. XVJI, No. 67, November 1949. South Wales Outline Plan : C. B. 
Parkes. Improvement of Marginal Land : A. W. Ashby. Reflections 
on the Black Country : H. J. Blackham. Progress in Belgrade : Mary 
St. John. Industries in France : D. Horringa. 

VoL. XVII, No, 68, December 1949. North-East Flamming Perspectives : 
Anne Kelly. Italian Journey : F. J. Osborn. Politics and Adminis¬ 
tration of Planning : W. A. Robson. Rebuilding in Dockland : T. E. 
North. The Great Wen of Scotland : Jean Mann. Dispersal and De¬ 
fence : T. Axtchtr. 

VoL. XVII, No. 69, January 1950. Centenary of Ebenezer Howard. 
Progress of the New Towns : F. J. Osborn. Crawley : Sir Thomas 
Bennett. Harlow : Sir Ernest Gowers. Stevenage : C. Madge. 
Hernel Hempstead : W. O. Hart. Welwyn Garden City and Hatfield : 
R. L. Reiss. Newton Aycliffe. Basildon. East Kilbride : Elizabeth 
Mitchell. Glenrothes : L. T. M. Gray. Letchworth: Sir Eric 
Macfadyen. Manchester's New Towns : R. Nicholas. Pcterlee : 
B. Lubetkin. LCC Quasi-Satellites. Country Towns : P. W. Mac- 
Farlane. 

Progress. 

Autumn 1949. The Viscount Lcverhulme : L. V. Fildes. The Organisa¬ 
tion of Unilever : Sir Geoffrey Heyworth. Self-aid on the Lower 
Rhine : P. Anderson. Oils and Fats : Sir Herbert Davis. Soap and 
Synthetic Dttergents : P. Terry\ Nigerian Forest Factory : R. Sinclair. 
N. V. H. Hartog's Fabrieken of Oss : J. Cheney. J. Arthur Rank 
Organisation : Inez Holden. Winter 1949, The Rebuilding of 
Rotterdam : N. Nicolson. From a Shanghai Window : W. G. Braid- 
wood. Industry as a Home-Help : Margaret Stewart. Britain's 
Fish Supplies : W. Jackson Wallace. The J, Walter Thompson 
Company. The Public Looks at Business : E. Roper. The Story of 
BOCM : C, A. C. db Boinville. 

The United Africa Company Limited Statistical and Economic Review. 

No. 4, September 1949. Produce Goes to Market, Nigeria : groundnuts. 
Some Financial Aspects of Trading in West Africa. The Manilla 
Problem ; post scriptum. 
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The Canadian Journal of Economics and Political Science. 

VoL. 15, No, 3, August 1949, Graduate Studies in the Social Sciences: H. F. 
Angus. Some Peculiarities of Cabinet Government in Prince Edward 
Island: F. Mackinnon. Political Economy and Enterprise : W. T, 
Easterbrook. Some TlUoreticol Schemes of Proportional Representation : 
D. Black. The Territorial Waters of Newfcmndland : R. Gushue. The 
Parish as an Institutional Type : J.-C. Falardeau. Pojmlation Move¬ 
ment and Agrarian Depression in the Later Middle Ages : K. F. Hellbiner. 
The Political Theory of Social Credit: C. B. Macpiierson. 

VoL. 15, No. 4. November 1949. The Bias of Communication : H. A. 
Innis. The Basis of Representation in the House of Commons : N. 
Ward. The Fanner and the Market: G. L. Burton. Newfoundland's 
Entry into the Dominion : H. B. Mayo. The Role of the Union Nationale 
Party in Quebec Politicsy 194/)-4S: II. F. Quinn. Anthropological. 
Trends in Canada. : T. F. MoIlwratth. The Concept of Disposable 
Income : a reply : S. A. Goldbp:rg. Lothar Richter (1894-1948) : S. 
Bates. Theories of Welfare Economics : Mabel F. Timlin. 

The Sguth African Journal of Economics. 

VoL. XVII, No. 3, September 1949. The Report of the Company Law 
Amendment Enquiry Com.mission : C. S. Richards. Some Notes on 
Price hiflation in South Africa^ 1938-1948 (Part I) : T. van Waasdijk. 
The 1849 Settlers in Natal (Part I): H. M. Robertson. State Intervention 
in the Regulation of Wages and Working Conditions in Great Britain and 
South Africa : G. G. C. Routh. A Short Historical Note on the Marine 
Policy : R. S. Schackell. Population Folicy in Great Britain : Rhona 
Ross. 


The Economic Record. 

Supplement. August 1949. Marketing and Home Consumption of 
Australian Primary Products. Prospects of United Kingdom Recovery : 
A. S. Brown. Cost of Production Surveys in Relation to Price Fixing of 
Primary Products : J. G. Crawford. Organized Marketing of Wool : 
R. B, McMillan. Some Aspects of Social Accounting—Interest and 
Banks : II. P. Brown. The Consumption Function : P. J. Lawler. 
The Position of the Australian Consumer : G. R. Mountain. Economic 
Theory and Industrial Pricing : B. M. Cheek. 

The Indian Journal of Commerce. 

June 1949. Saving and InvcMmcnt with Special Reference to Under¬ 
developed Countries : B. T)har. The Evolution of Decentralisation in 
Indian Finance, 1882-1921 : A. N. Agarwala. Trends in India's 
Commercial Development (II) : K. C. Lalwani. Foundry Practice and 
Costing : K. S. Hanumantharao. India and Foreign Capital: R. N. 
Agarwala. Mineral Resources: outlook for future discovery : F. 
Dixey. 


International Labour Review. 

September 1949. The Fourth Conference of American States Members of 
the International Labour Organisation : Montevideo, April-May 1949. 
Post-War Trends in Social Security : Medical Care, II. The Belgian 
System of Employers' Group Secretariats for Social Security Work : A. 
Trine. 

October 1949. The Thirty-second Session of the International Labour 
Conference. Social and Economic Progress in Mysore : A. L]6oni. Voca¬ 
tional Guidance in France : C. Bibnassy-Chauffard. The Winking of 
the New Employment Injury Legislation in France. 

November 1949. The Incidence of Industrial Disputes : rates of time loss, 
1927—1947 : R. M. Woodbury. Tfhe Development of Labour Legislation 
in Thailand : M. Dulyachinda, The Third Session of the Permanent 
Agricultural Committee — Co-operation and Social Security. 
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World. 

August 1949. StdlirCs Price for Peace. Can Chiang save China ? : 
Colonel Arnade. What I think of the UN: Eleanor Roosevelt. 
Was the A-Bomb Necessary to Defeat Japan?: Admiral Zacharias. 
Lucky Luciano vs. the UN : an account of the world's war on dope. Econ¬ 
omic Credo : P. D. Reed. 

September 1949. Tito's New Cominform. World Aviation. Freedom for 
Flight: Sir. William P. Hildred. Special Report from the Vatican on 
Catholic-^Communist War. US and World Markets : C. Sawyer. End 
Furious Nationalisms : C. P. Soc arras. 

October 1949. Can Stalin Oust Tito ? Vatican's Terms for Peace with 
Moscow : G. dalla Torre. The Hate that Rings Germany : T. H. 
White. Should the US Arm South America ? : Colonel Arnade. My 
40 Years in World Trade : T. J. Watson. 

November 1949. Nehru : supreme mediator between east and west. Is 
an Atomic Blitz Possible ? : F. Pratt. The Future of American Atomic 
Research : H. C. Urey. Civilization in Danger : Lord Robert Cecil. 
How the Russians got the Atom Bomb : E. Raymond. 

The Quarterly Journal of Economics. 

August 1949. Basing Point Pricing and Public Policy : C. Kaysen. 
Machlup on the Basing-PoitU System : J. M. Clark. The Post-War 
Reorganization of the German Banking System : H. Adler. The Welfare 
Economics of Heinrich Pesch : R. E. Mulcahy. Constant Proportions, 
Fixed Plant and the Optimum Conditions of Production : J. Lerner. 
Bilateral Monopoly and the Competitive Output: J. N. Morgan. Inter¬ 
regional Payments Compared with International Payments : Penelope C. 
Hartland. The Commonwealth Court of Conciliation and Arbitration : 
O. de R. Foenander. 

November 1949. Isolationism in Economic Method: G. J. Schuller. 
The General Theory of Locution and Space-Economy : W. Isard. En¬ 
gineering Production Functions : H. H. Cheneey. The Physiocrats' Con¬ 
cept of Economics : T. P. Neill. 

I'he Annals of the American Academy of Political and Social Science. 

September 1949. Critical Issues and Trends in American Educatioyi. 
November 1949. Government Finance in a Stable and Growing Economy. 

The Journal of Political Economy. 

VoL. LVIl, No. 5, October 1949. English Economists and the State- 
Managed Economy: J. A. Schumpeter. Monetary-Fiscal Policy 
Reconsidered : G. L. Bach. The International Monetary Fmid : R. F. 
Mikesell. Cost Behaviour and the Accounting Pattern of Public Utility 
Regulation : E. Troxel. The Income Tax arid the Supply of Labor : R. 
Goode. Laissez-Faire and Intervention : ajootential source of historical 
error : J. J. Spengler. The Bankers and the Bullionists in 1819 : J. K. 
Horsefield. 

The Review of Economics and Statistics. 

VoL. XXXI, l^^o. 3, August 1949. 7he January 1949 Economic Report of 
the President: S. E. Harris, T. Wilson, F. W. Paish, H. S. Ellis, G. 
Terborgh and E. PI. Hagen. The Underwriting Approach to Full 
Employment: J. H. G. Pierson. The Inflationary Process: A. P. 
Lerner, S. E. Harris, F. Machlup, H. M. Somers and H. M. Villard. 
Comparisons of Power Cost for Atomic and Conventional Steam Stations : 
W. ISARD and J. B. Lansing. An Addendum on the Cowles Commission 
Estimates : W. Isard. The Effect of Size of Manufacturing Corporation 
on the Distribution of the Bate of Return : S. S. Alexander. Some 
Evidence on Business Expectations : E. C. Brown. 

VoL. XXXI, No. 4, November 1949. Wesley Mitchell, Social Scientist 
and Social Counselor : A. H. Hansen. The Moral of the British Crisis : 
Sir Hubert Henderson. Capited MovemerUs and International Pay- 
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menu in Post-war Europe : M. L. Hoffman. Future Foreign Financing : 
H. Mbndershausen. Comments on the Steel Report: S. E. Harris, S. H. 
Slighter and R. K. Nathan. Productivity a7\d Wages : S. E. Harris, 
J. C. Davis, T. K. Hitch, C. Kerr and S. Fabricant. The Perspectives 
of Elton Mayo : R. Bendix, L. H. Fisher and G. C. Homans. Mr. 
Harrod and Growth Economics : D. McC. Wright. 

The American Economic Review, 

September 1949. Neoclassical Economics and Monetary Problems : P. B. 
Simpson. Market Structure and Monopoly Power : A. G. Papandreotj. 
Stabilizing Residential Construction : L. Grebler. The Dynamics of 
Price Flexibility : T. C. Schelling. Warburton vs. Hansen and Keynes : 
R. Fels. Learned Handmaidens of American Capital: A. Ayzenshtadt. 
December 1949. A Theory of Delivered Price Systems : G. J. Stioler. 
The Problem of Capital Accumulation : E. H. Stern. Rejoinder : E. D. 
Domar. Monetary Policy Formation : G. L. Bach. The Stability of 
Demand DeposiU : C. R. Whittlesey. Revisions to the Theory of the 
Firm : W. W. Coper. Taxes,, Saving, and Inflation : J. Tobin. Dis- 
crimination in International Trade : F. D. Holzman. International 
Aspects of a Recession : A. O. Hirschman. The Theory of Price Storage : 
H. Working. 

Social Research, 

VoL. XVI, No. 3, September 1949. Fernando de los Rios, 1S79-1949 : A. 
Johnson. The Economic and Social Crisis of Europe : B. J. Hovde. 
Goethe — 1949 : A. Salomon. The Economic State of the Nation : H. 
Neisseb. Jean Lauras — last of the great tribunes : H. W. Ehrmann. 
The Issue of Ethical Neutrality in Political Science : F. Kaufmann. 
Implications of Capital-Saving Inventions: N. Belfer. Professor 
Blackett and the Boinb : C. Kay'Skn. 

Econometrica, 

VoL. 17, Nos. 3 4, July-October 3949. Programming of Interdependent 

Activities : I General Discussion . M, K. Wood and G. B. Dantzig. 
II, Mathematical Model : G. B. Dantzig. A Correction to “ Note on a 
Problem of Ragnar Frisch ” .• C. R. Rao. Bayes and Minimax Solutions 
of Sequential Decision Problems : K. J. Arrow, D. Blackwell and 
M. A. Girschick. Some Conditions of Macroeconomic Stability: 
D. Hawkins and H. A. Simon. 

Foreign Affairs, 

October 1949. The British Crisis : a problem in economic statesmanship : 
J. H. Williams. Canada's Stake in Anglo-American Solidarity : W. A. 
Mackintosh. Insurrection Fades in France: A. G^raud. British 
Aims in Africa: Elspeth Huxley. Yardstick for UNESCO: B. 
Dexter. The People of Ceylon and their Politics : V. Shkean. New 
Italy Faces Old Problems : party rule in the democratic state : V. Ivella, 
poverty and population in the south : Elizabeth Wisekmann. Fact and 
Theory about China's Land: J, L. Buck. Fear in Africa: Sarah G. 
Millin. Through the Russian Looking-Glass : L. Galanti^re. The 
Fate of Polish Socialism, The Character of the “ People's Democracy," 
The Revision of the Intra-European PaymenU Plan, 

The Southern Economic Journal, 

October 1949. The Analytical Value of Employment-Equilibrium Models : 
H. W. Oliver. An Evaluation of Organized Speculation : W. A. 
Leeman. The Taft-HarUey Act in Action : P. A. Brinker. Genital 
Formation and Entrepreneurship in the South : W. H. BaugiAt. 2^he 
Appropriate Bargaining Unit Controversy : F. Witney. Farm Labor 
Wage Rates in the SouthJ909 — 1948 : H. J. Braunhut, Mvltilater alism 
in International Aviation : J, A. Constantin. 



1^50] 


BEOBNT PERIODICALS AND NEW BOOKS 


189 


The Journal of Economic History. 

VoL. IX, No. 2, November 1949. The Significance of Modern Empiricism 
for History and Economics : A. P. Usher. Financing Industrial 
Expansion for War : G. T. White. American Historians and the 
Business Elite : W. Miller. 

Agricultural History. 

VoL. 23, No. 2, April 1949. The Food and Agriculture Organization of the 
United Nations : its history^ organization and objectives : N. E. Dodd. 
The Old Rice Plantations in and around the Santee Experimental Forest: 
N. R. Hawley. Diplomatic Support of the American Rice Trade, 1835- 
1845 : B. Duncan. Terracing tn the Southern Piedmont: A. R. Hall. 
The Early Impact of Japan upon American Agriculture : II. F. Graff. 
American Interest in World Agrictdture, 1861-1865 : R. O. Ci^mmings. 
Southern Iowa Agriculture, 1833-1890 : the progress from subsistence to 
commercial corn-belt farming : Mildred Throne. The Rural Community 
in the Urban Age ; the changes in Michigan since 1900 : 8. Glazer. 
Federal Protection of Public Timber in the Upper Great Lakes States : 
Lucile Kane. Which Public Domain do you Mean?: E. Louise 
Peffer. The Farmer in Modern English Fiction : R. R. Marsh. 

VuL. 23, No. 3, July 1949. The Hog Drivers^ Play-Song and some of its 
Relatives : E. C. Burnett. Saving the Kerf : the Introduction of the 
Band Saw Mill : R. C. Loehr. Land Frauds and Illegal Fencing in 
Western Nebraska : A. R. Reynolds. Alax Weber as Historian of 
Agriculture and Rural Life : P. Honigsheim. Members of Parliament 
and their Personal Relations to Enclosure : a study with special reference 
to Oxfordshire Enclos^ires, 1757-1843 : W. E. Tate. Food Controls in 
Occupied Japan : H. F. Smith. 

Journal of Farm Economics. 

August 1949. Rural Health and the Truman Plan : C. W. Stillman. 
Theory : definition and purpose : B. W. Ali..in. Actuarial Structures for 
Crop Insurance : H. G. Halcrow. The, Field of Agricultural MarketDtg 
Research : objective's, defimhon, content, criteria : G. Shepherd. Land 
Reform and the Transformation of Agriculture in Hungary : A. Eckstein. 
Ten Years of the Farm Tenant Purchase Program : E. C, Banfield. The 
Brannan Plan and Farm Adjustment Opportunities in the Cotton South : 
W. E. Hendrix. Great Plains Agriculture and Brannan"s Farm Pro¬ 
gram : H. G. Halcrow and R. E. Huffman. High Level Support 
Prices and Corn Belt Agriculture : D. G. Johnson. 

American Affairs. 

VoL. XT, No. 4, October 1949. At the World's Bedside : G. Garrett. 
Perpetual Boom. 

Industrial and Labor Relations Review. 

VoL. 3, No. 1, October 1949. Aspects of Joint Bargaining in the Rubber 
Industry : R. A. Winters. Collective Bargaining in the Motor Freight 
Industry : M. A. Cohen and M. Lieberman. Increasing Productivity 
through Labor-Management Co-operation : E. Dale. Wages, Income, and 
Compensation under Unemployment Insurance : P. D. Shilland. Trends 
in University Programs for Labor Education, 1946-1948 : Caroline F. 
Ware. The Study of Industrial and Labor Relations in Catholic Colleges : 
Brother J ustin. 

Harvard Business Review. 

VoL. XXVII, No. 5, September 1949. Human Relations in Modern 
Business : R.^W. Johnson. Education and Training at International 
Harvester : C.*^ L. Walker. Profit-Sharing Plans in Industry : R. L. 
Rowe. A Corporation Director Looks at his Job : S. J. Weinberg. 
Factoring as a Financing Device : H. R. Silverman. Dividend Policies 
under Changing Price Levels : H. M. Spear. Measurement of National 
Advertising : W. H. Mullen. Competitive Biddhig in Sale of Securities : 
^ S. M. Robbins. 
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VoL. XXVII, No. 6, November 1949. Minnesota Labor Relations Act—an 
opinion survey : J. Stiebeb. The Meaning of Scientific Management: 
E. H. Andebson. Merit Rating as a Management Tool: R. E. 
Shabffer. Collective Bargaining in Small-Scale Industry —o case study : 
R. B. Wolf. Mutual Investment Fwids : W. D. Cabteb. National 
Association of Securities Dealers : H. V. Chebbington. Forecasting 
Sales : T. G. Macgowan. The Community Relations Problem of Indus¬ 
trial Companies : J. W. Welckeb. Devaluation of the Pound Sterling : 
Seymour E. Harris. 

Studies in Business and Economics, 

VoL. Ill, No, 2, September 1949. Living Costs : some relationships; 
Baltimore and other cities^ major components. 

Review of Social Economy, 

VoL. VII, No. 2, September 1949. Keynesian Policies and Christian 
Social Teaching : F. S. Doody. The Credit Union : legal form versus 
economic function: J. T. Croteau. Employment Policies and the 
Employment Act: P. J. McCarthy. Social Action Program of the 
National Catholic Welfare Conference: G. G. Higgins. Problems of 
a Catholic Economic Science : A. Bebgeb-Voesendorf. The Place of 
Economics in the Common School Curriculum : T. J. Quigley. Evalua¬ 
tion of Economic Systems : C. Zebot. Pope Pius XII on Fiscal Policy, 

Revue D'lSconomie Politique, 

VoL. 68, No. 6, Novembeb-December 1948. La France Economique en 
1947, 2e partie. La production agricole : P. Fromont. La production 
industrielle et le commerce intericur : A. Piatieb. Le commerce exUrieur : 
J. Weiller. La balance des paiements : R. Jolivot. La legislation 
commerciale interne : G. Lagarde. La politique commerciale et les 
accords commerciaux : S. Naudin. Les transports : J. ^ Mothes. 
DUnionfrangaise: J. Pellier. Vivolution dcs salaires: J. Lehoulier. 
Le mouvement ouvrier et la politique syndicale : G. Dehove. La ligisla- 
tion sociale : H. Bartoi^i. La securiU social^ : E. Antonelli. 

VoL. 69, No. 3, May~June 1949. UtiliU et bien-ilre : A, Landry. 
Progr^ technique agricole et dimensions de Veomloitation : P. Fromont. 
Quelques aspects des politiques iconomiques des Stats andins : L. Baudin. 
Le plan Marshall et le plan Truman peuvent-ils iviter une “ cme de 
surproduciion ** ? : R. Florin. Spargne ridle et ipargne monitaire : 
G. Fain. Les travaux publics et le chdmage conjecturel: M. Bouniatian. 
Les raisonnements fondamentaux de la “ Th6orie ginerale ” de Keynes (2e 
partie) : A, Ehrhardt. 

Pojmlation, 

VoL. IV, No. 3, July-Septembeb 1949. Migrations et balance des comptes : 
J, Bourgeois—Pichat. Structure de la population et besoins de logements : 
L. Henry. Le "" faux problkme de la population mondiale : A. Sauvy. 
Attitudes devant la vie et devant la mort du 17* au 19* siMe : P, Abies. 
Le conflit entre les mesures masculine et feminine de la reproduction : 
P.-H. Karmel. ExempU d'Evolution d'une sociite rurale en "'milieu 
ripulsif"' : Asniires-sous-Bois : J. Trig art. Quelques precisions sur le 
problhne sucre-alcool: L, Tabah. 

Statistiques et Studes Financihres, 

September 1949. France. Les investissements et leur finamement en 1947 
et 1948, Stats-Unis. La politique de cridit du Federal Reserve System, 
Pays-Bas, La nationalisation de la Banque du Pay^-Bas, 

October 1949. France. UImp6t de SolidaritS nationale. Stq^-Unis. 
La politique de criddt du Federal Reserve System (Vopen market de style 
classique : leperiode 1922-1939), Allemagne occidenMe. La piriquation 
des charges et Vaide immidiate aux sinistris. Finlande. Uivolution du 
Revenu national de 1938 d 1948, 
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Supplement Statistiques. Nos. 1-2, 1949. Les Dipenaes de V£tat, 
Lea Recettea pvbliquea. La Situation financikre dea coUectivitia publiquea. 
La Situation financibre dea territoirea d'Outre-Mer, La Reconatruction et 
V^quipemenL Le Trhor, Le Gridit et la Monnaie, Lea Rdationa 
flnancibrea avec VextSrieur, 

November 1949. Evolution du credit au coura du deuzihme trimeatre 1949, 
Pointa de vue aur le^ fonctiona mcniUairea de la Banque de France, 
Grande-Bretagne : la divaluation de la livre aterling et aea ripcrcuaaiona 
intenmtionalea. 

Journal de la Societi de Stalistique de Paris. 

VoL 90, Nos. 9-10, September “October 1949. Ihic itude aociologique 
dea populations noires de VOuhangui d Vaide de testa anthropohiologiques 
et psychologtques : J. Genevay. Chronique de production industrielle : 
K. Kemery. Note sur la ripartition geographique de la production 
minirale : F. Blondel. La part dea aalairea dana le revcnu national : 
M. Torti. 

VoL. 90, Nos. 11-12. November-Dkcember 1949. Lea progris de la 
statiatique en France depuia 20 ana : K. JiivET. Chroniquea dea atatiatiquea 
bancaires et de questions monetaires : P. Cauboue. 

iSconomie Appliquie. 

VoL. II, No. 2, April-^Tunk 1949. Od cn est le taux de VinUrit ? : D. H. 
Robertson. Plan de Vindividu et plan de VlStat: U. Papi. Une 
extension de la thiorie du multiplicateur : J. Uli.mo. Aaj)ect8 d'un 
nouveau liberalisme : G. Rottier. La thiorie des jeux : G. T. Guilbaud. 
Lea macro-decisiona : F. Perroux, 

Revue de VInatitut de Sociologie, 

April-J one 1949. Reflexions sur Ic Problime dea Nationalisations : B. S. 
C'HLEPNER. Suffrage univerael et Pluralisnie Uectoral: J. Lespes. 
Sur VEconomitrie : B. Ciiait. Le Problime dea Rifugies en Europe : 
M. P. Heremans. 

Bulletin dc Vlnstitut de Recherches J^conomiquca et Socialea. 

VoL. XV, No. 3, September 1949. Le marchi noir: T. Chei^micki. 
Mouvemenia longs et transformations de structure dans Vinduuitrie du coke en 
Belgique (1827-1939). La multiplication des itahlissements commerciaux 
dans rarrondissement de Louvain du 1 er September 1944 au 31 dicembre 
1948: ¥, Persoons. 

VoL. XV, No. 4, November 1949. La conjoncture iconomique de la 
Belgique : L. H. Dupriez. Note sur nos nouveaux indices deaprix de gros. 
Statistiques iconomiques courantes, 

Kyklos, 

VoL. Ill, Parr 2, 1949. Wdhrungaexperimente un4 Wahrungsrejormen 
1946-1948 : E. Salin. Re-orientation through Fiscal Theory : F. K. 
Mann. ^Orientation de la Science iconomique dans aes Rapports avec lea 
Progris de la Statiatique : .A. Marchal. Zur Theorie dea Kollektiviamua. 
Ein kritiacher Literaturbericht: W. R5pke. American Foreign Econ¬ 
omic Policy, the Dollar Shortage, and Mr. Balogh : W. F. Stolper. 

De Economist. 

July—August 1949. Codrdinatie tussen spoor, auto en acMp in het binnen- 
lands goederenvervoer: J. De Vries. A detailed discussion of the 
relationships between railway, road and ship in the inland goods- 
transport industry. There is need for systematic thought on problems 
of co-ordination. Between the different branches of transport the 
typical difference is not in function but in technique. They may replace 
each other, and therefore are in competition. If the free forces of the 
organisations concerned are not in a position to assure an acceptable 
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“ order,” it becomes the duty of Authority to secure this end. But 
intervention of Authority must not impair the dynamic character of 
society. Hence it is a primary principle that the sender must have the 
choice of the moans of transport to be used. This is limited by the 
principle that the total transport capacity must be applied to the total 
need of transport. This implies continuity in the distribution of total 
transport over the three branches of transport, which again rests on 
stabilisation of the price-relationship between the forms of transport. 
There follows a detailed consideration of specific problems connected with 
co-ordination. Het problcem van hct wctenscliappelijh waarde-oordvel in de 
econorme : H. ten Dobschate. In the number of Dc Economist for 
September 1948, Dr. Hartog criticised a doctoral dissertation by F. L. 
Polak on “ value-judgments.” The present article is a comment on, and 
a criticism of, the views expressed by Hartog. 

September 1949. De geografische aspccten van de indmtrialisatie in 
vcrhand met de bevolkingsontwikkding in JSJederland en West-Europa: J. 
WiNSEMius. Industrialisation is necessary for the Netherlands, (a) to 
rectify balance of payments; (6) to meet increasing population. The 
writer is concerned with the second of these. There are four ways of 
providing for increasing population, viz. : (i) annexation of territory; 
(ii) land reclamation, (iii) emigration ; (iv) industrialisation. The first 
two of these are ruled out as impracticable solutions. Estimates for the 
population of the Netherlands are in the region of 12 million in 1970, with 
a possible later increase to about 15 million. Up to the Second World 
War there was no large-scale net-emigration, but this possibility must 
not be ignored in considering the future. Holland is an exception in 
Western Europe in that it has a not reproductive rate well over imity. 
A large excess of births in the Netherlands, as against a cessation of 
increase of population in Belgium and a markedly diminishing jiopulation 
in Germany, is to be expected. After 1970- 80 a strong attraction on 
Dutch labour will be exercised by Belgian and German industry. As 
from 1950 an economic unity will exist between Belgium and Holland 
within the framework of Benelux, and labour will be attracted more 
easily to the most suitable places. With the establishment of greater 
imity, the possibilities of expansion will accrue to the advantage of 
Belgium rather than of the Netherlands. In these circumstances the 
extent of emigration will be determined by the suitability of the Nether¬ 
lands for industrial production compared to other countries. The 
Netherlands are poor m coal (apart from South Limburg): Belgium is 
better placed. The problem is urgent; it is necessary in the next two 
decades to provide for two million now inhabitants. The policy of seeking 
a solution by industrialisation is acicordingly, doubtful. The tendency 
to emigration, hitherto restrained by economic frontiers, will develop 
more freely in the increasing unity of Western Europe. The writer 
discusses the consequences of emigration on a large scale. There is a 
loss on the emigration of yoimg people, in respect of capital invested in 
them on which no return is obtained; the age distribution is detrimentally 
affected; there are eugenic losses. The failure of industrialisation would 
lead to : (i) structural unemployment on a large scale; (ii) pressure on 
the standard of living; (iii) an excess of emigration on a large scale. The 
prospects of industrialisation and the question of location of industry in 
various parts of the Netherlands are considered. The conclusion is that 
up to 1970-80, there will be moderate possibilities of emigration, accom¬ 
panied by structural unemployment and pressure on the standard of 
living. From 1980 to 2000, the pressure to emigrate will be stronger. 
As from about 2000, the situation will be complicated by the exhaustion 
of the coal-mines of South Limburg. 

October 1949. Financieel-economischeperspectieven van Nederland : M. W. 
Holtrop. Figures ore quoted showing the astonishing recovery of 
Holland in the last four years in Industry, Agriculture, Forei^ Trade 
and in other respects. In the light of these many favourable indices, 
what is wrong ? The answer is that we, the people of Holland, are not 
able to pay the bill. The problem of the Balance of Payments is considered, 
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and it is emphasised that equilibrium must be attained by the middle of 
1962. There are only throe ways of attaining equilibrium : (a) increased 
production, without simultaneous increased consumption or investment; 
{b) diminished investment; (c) diminished consumption. These are 
considered, and the difficulties comiected with (a) ancf (6) are indicated. 
Increased production must not load merely to increased consumption ; 
for this reason it is doubtful whether a “ welfare-policy ” need lead to 
an alleviation of the balance-of-payments problem. In the matter of 
restriction of investment, it is necessary to distinguish short-term and 
long-term ends. This consideration is specially important for Holland 
by reason of the rapidly increasing j>opulation which, for its employment, 
demands maintenance of investment. The conclusion is that the effective 
remedy lies in a diminution of consumption. There are difficulties now 
(in Holland) in either a system of rationing or of restriction of imports. 
The writer therefore favours a dimunition of real income operated by 
higher prices. There may be difficulties in securing acknowledgment of 
the fact that Holland (jannot allow herself the real level of wages already 
attained, but a “ level of well-being is a result of economic exertion, and 
must not be put forward as a postulate.** Devaluation is a condition of 
restoration; it is not ne(;essarily the sufficient means to restoration. Its 
]:)ower to increase production is limited, because of the high level of 
employment prevailing. Diminution of consumption is a natural 
consequence of devaluation, but it will be futile to try to meet the 
resulting situation by increases of wages. What of the future ? It is 
“ what "we make it ” ; but if we refuse to accei>t reality and endeavour 
to maintain a standard of life not in accordance with our economic 
jiorforrnance, then we are certainly advancing to disaster.*’ Enlcde 
dynamiache aapccten van hct vraagatuk ran dc betrekkingen tusaen aparen en 
inveateren : F. De Roos. The wTiter is concerned wnth the question of 
industrialisation, by wliich is meant the maintenance of investment at a 
higher level to provide for future opportunities of work for a rapidly 
increasing po])ulation, while maintaining a reasonable level of consump¬ 
tion. Fears are sometimes expressed that savings will not be sufficient 
to provide the desired industrialisation. The article is in large measure 
a review of tlieones concerned with the relation between savings and 
invostmoiit, with special attention given to Keynes and the Swedish 
School. The conclusion on the topical question is that in general the 
fear that investment may bo hampered by an inadequate supply of risk- 
boaring capital is unjustified. 

A uaaenwirtachaft. 

VoL. 4, No. 3, September 1949. Wdhrungapolitiacher Erdrutach : A. 
Bossiiardt. Die intcrnationule Bedeutung der achwcizeriachen Privat- 
vieraichcrung : C. Ga.sser. Autonomc Ocldpolitik und beweglichc Wechael^ 
kurae : E. Heuss. IJlakrIfninierung gegen die Schweiz ?: H. Bachmann. 

Schweizeriache Zeitachrijt filr Volkawirtachafl und Slatiatik. 

VoL. 85, No. 6, December 1949. Albert Gallatin und die amerikaniache 
Finanzpolitik zu Beginn dea 19, Jahrhunderts : K. Sulzer. Zur 
Fragc einer achwcizeriachen Produktionsatatiatik : F. Kung. Die moderns 
Einkommenaateuer und daa Quellcnabzugaverfahren : F. A. Bodmer. 
Zur Frage der Pa/ritdl im kiXnftigen Milnzgeaetz : R. Frei. 

W irtachaftsdienat. 

July 1949. Die Wandlung der amerikaniachcn Wirtachaftapolitik gegeniibcr 
Deutachland : F. Baade. Natianale Buchfilhrung und Nationalbudget: 
E. Schneider. Wirtachaftlichea Verhalten und Wirtachaftaentwicldung : 
S. Wendt. Die Entwicklung dea BeaUohnniveaua : U. KIIntzel. 

August 1949. Marktapaltung ala Sozial- und Subventionainatrumant in der 
Agrarpolitik: W. Kromphardt. Daa Paritdtapreiaayatem der USA fUr 
Agrarerzeugniaae : R. Plate. Die Subaidierung von Emdhrung und 
Landwirtachaft in Oroaabritannien : E. S. Sohlange. Die wirtachaftliche 
Lage der deutachen Reichabahn : R. Busch. 

No. 237 —^vOl. lx. o 
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September 1949. Quantita/tivc und qualitative MarJctforschung: E. 
Schafer. Marktbeohachtung und Absatzlehkung: J. E. Schwenzner. 
Kritik der Udndler- und Verhrau^herhejragung : J. H. Schmidt. Voraua- 
sage durch Masaenbefragung: H. J. Schneider. Um eine deutach- 
franzosiache Zusammenarbeit: H. Ribot. 

October 1949. Die drei Stufen des Sozicdiamua : L. von Wiese. Idee 
und Qestalt dea Sozialiamua : H. Ritschl. Die Schcidung der aozialiatia- 
chen und kommunistiachen Ideologie : O. Weinberger. Landflucht ala 
internationale Eracheinung : P. Quante. 

November 1949. Der Qedanke wdtwirtschaftlicher Solidaritdt im Dienate 
ubcrataatlicheyi Zuaammenachluaaea : R. Fleck. Export nach den USA : 
C. Kapferer. Prinzipien und Praktiken in der Handelapolitik der 
Sowjetunion : N. MtiLLER. Analyse der weatdeutschen Einfuhr: D. 
Keller. Die Schweiz in der wirtachaftlichen Zusammenarbeit Europas : 
O. Stein. Albanian zwischen den Maxhten : H. Gross. Erbffnunga- 
hilanz der beiden Indian : U. Kdntzel. Die offenUichen Wirtachaftaorgane 
in Chile : B. H. von Wevell. 

Europa Archiv. 

VoL. IV, No. I*?. Der Strasaburgvr Europarat in der Perapecktive der 
VorscMdge Drianda, Hitlers Krieg gegen England, Die BcvolkarungS’ 
bewcgung in Deutschland in dm Jahren 1946-^1948^ Part I. Der 
Europaplan Brianda vorn 1 Mai 1930. Daa euf'opdiache Handelanetz nach 
Ldndern. 

VoL. IV, No. 18. Schajfung einer europaiachen ubernationalen politiachen 
Autoritdt. Die Problemaiik der Ocschichtaachreibung in der Gcgenwart. 
Die Qrundung dea jildiachm Staatca laraely Part I. Das britische 
Sozialisierungaprogramm. Die Bevolkerungsbewegung in Deutschland in 
den Jahren 1946-1948. 

VoL. IV, No. 19. Aujtakt zu cinem neuen Beviaionismm t Wiaaenachaft 
und Politik. Die deutsche Westgrenze nach dem zweiten Weltkrieg. Die 
Entwicldimg des Steueraufkommena m den vicr Beaatzungazonen Deutsche 
lands acit 1947148. Deutsche KatlwUkcntag in Bochum, 

VoL. IV, No. 20. Die allgemeine ErMdrung der Menschenrechte. Grnnd- 
ziige des neuen Besatzungsregimea in Waaldeutschland. Die Qrundung des 
jiidischen Staatca Israel. Die deutach jranzoaischen Wirtschaftsbeziehungen 
und die Moglichkeiten ikrer zuknnjtigen Gesaltung. Die crate Sitzunga- 
periode das Europarates in Straasbiu'g. 

VoL. IV, No. 21. Die politiachen Krgehniase der ersten Sitzungsperiode des 
Europarates in Strasaburg. Die Quellen zur Erforschtmg der Geschichte 
des ^^Dritten Reiches.^' Empfehlungen der KonaultativveraamnUunq dea 
Europarates in Strasaburg an den Ministerauaschuas. Die wirtachajtliche 
Erschlicsswig Afrikaa. 

VoL. IV, No. 22. Pariser Zwischen stadium. Die Staatwerdung dea neuen 
Polen 1939-1949. Der Lehenaatandard der Induatriearbeiter in Gross- 
britannien und W eatdeutachland. Die V erataailicliungapolitik der 

britischen Arbeiterregierung. Dokumente zur Bildung der Deutachen 
Demokratiachen Republik (Sowjetiache Besatzungszone). 

Economia 1 nternazionale. 

VoL. II, No. 3, August 1949. The Nature of Import Propenaities and the 
Foreign Trade Multiplier : H. Neisser. Esaai d'une thdorie aocialiate 
dea ixhx^ea intemationaux : R. Moss6. Productivite, aalairea rSda et 
Union Economique : M. Allais. 

Banco di Roma. Review of the Economic Conditions in Italy. 

September 1949. The Cross-Rates of Exchange On^ More: C. 
Bresciani Turroni. 

November 1949. Outline of a Mathematical Theary Concemina the Public 
Service Tariff: L. Amoroso. ^ 
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Italian Economic Survey {The Association of Italian 
Joint Stock Companies). 

JtTLY-AuGUST 1949. The Liberalisation ” of Foreign Trade. 

September-Octobbr 1949. The Consequences of Devaluation. 

L'Industria. 

No. 3, 1949, Le prohUme d'une monnaie europienne : B. Nogaro, 
L'influenza del Keynes sulla letteratura economica contemporanea : V. 
Marrama. Del luogo dei Principi del Marshall nello sviluppo delle teoria 
economica : G. F. Shove. Preliminari alia teoria della piena occupazione 
(2* parte) : L. Federici. 

M etroecon omica. 

VoL. I, No. 1, July 1949. Itecherches inductives sur la prevision des prix : 
C. Bresciani-Turroni. Limites de Vindustrialisation : G. U. PAri. 
The equalisation of factor prices between free-trade areas : J. Tinbergen. 
Static macroeconomic models and their econmnetric verifications : G. 
Tintner. a Note about capital values : F. Zeutiien. 

Ekonomisk Tidskrift. 

VoL. LI, No. 2, June 1949. Customs Union as an Economic Problem : 
Ingvar Svennilson. An analysis of what the establishment of a 
customs union between a group of countries implies. Special reference is 
made to the attempts at integration made by the Scandinavian states. 
The author emphasises that if, for example, the Northern countries were 
to have a common localisation policy, they would have to accept free 
inter-Scandinavian migration of labour and capital and the abolition of 
quantitative restrictions on commodity trade. The author is sceptical, 
and concludes that it is imjirobable that a successful customs imion can 
be established unless the political requisites for an economic union already 
exist. A Further Note on the Inflationary Gap : Ralph Turvey. This 
is a second article (in English) m which Mr. Turvey comes to the con¬ 
clusion that what he said about the inllationary gap in Ekonomisk 
Tidskrift (March 1948) related to a special case. The argument assumes a 
one-commoiiity economy with no Government and no international 
trade; and the method is based on Lindahl (Studies in the Theory of 
Money and Capital^ pp. 60 and 65). The Gap is defined as the difference 
between Demand at the price which is consistent with the plans and 
expectations of sellers and Output valued at this price. The author 
claims that this is better than defining the Gap as ex post Demand minus 
Value of Output. The latter gives the same result only in the case where 
the Total Demand curve is a rectangular hyperbola. The main pmpose 
of the article is to find out how to calculate the Gap for several “ periods ” 
(in the Stockholm School sense). It is not legitimate to surninate the 
gaps in the individual periods to arrive at the “ total gap —except in 
the special case dealt with in the previous article. In all other cases the 
Inflationary Gap must be calculated as an annual rate at a point of time 
not as an amount for a year. Unless it is assumed that ex ante Income = 
ex ante Supply, the gap must not be regarded as the diHerence between 
Investment and Savings. Swedish Labour Market Statistics : II. 
Hyrenius. The article discusses various possible improvements m 
labour market statistics in Sweden, e.g., by applying the sampling 
technique, to throw light on the volume and distribution of employment, 
the changing character of unemployment, occupational and jilaee 
mobility, the mechanism of the labour market, and cyclical fluctuations. 

VoL. LI, No. 3, September 1949. Problems in the Study of Multilateralism : 
Ingemar Gerhard. Mr. Gerhard is the author of a detailed study of 
Swedish Foreign Trade 1936-38, published in 1948. The analytical 
content of the book was sharply criticised by Dr. Fernholm in a review 
in Ekonomisk TidskrifU March 1949. One criticism was that Mr, 
Gerhard’s inquiry into multilateralism should have embraced the entire 
range of international payments. In reply the author here seeks to 
justify his position by referring to the inadequacy of the statistical data 
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and by asserting that much can be learnt by confining the analysis to 
trade balances. The present article deals with some of the methodo¬ 
logical problems involved, without facing up to the searching objections 
raised by Dr. Femholm. The National Income, the Rate of Exchange and 
the Trade Balance : Kabl-Olof Faxen and Kubt Savosnick. This 
article analyses the elasticity conditions under which devaluation may 
be expected to lead to an improvement in a country’s trade balance. In 
the first approximation the country’s supply curve for exports and demand 
curve for imports are assumed to be independent of changes in the trade 
balance. The second case takes into account the fact that the supply 
and demand curves will shift as a result of changes in the national income 
due to movements of imports and exports. The changes in imports and 
exports are of two kinds. “ Autonomous ” changes are the direct 
result of devaluation, and “ induced ” changes occur through shifts in 
the national income. The mathematical analysis proceeds on tyie 
assumption that the domestic price level in the devaluing country 
remains constant; and the authors emphasise that their results give 
wider possibilities of reducing an import surplus than would be the case 
if the domestic price level rose with depreciation of the currency. In 
the third section of the article the authors recognise the existence of 
oligopolistic market' structures, and with the aid of kinked demand 
curves give a suggestive examination of some of the implications for the 
problem in hand. Finally, they make an ingenious use of the same 
technique in comparing the case where only one country devalues with 
the case where other coimtries are expected to follow suit. 

SJcandinaviska Banken Aktiebolag. 

VoL. XXX, No. 4, OcTOBEB 1949. Centres of Monetary Stability : P 
Jacobsson. Keynes and Post-War Economic Policy : E. Petebsen. 
Capital Investment of the Swedish Insurance Companies : G. Ebiosson. 
Company Balance Sheets for 1948, The Economic Situation during the 
Third Quarter of 1949, 

Index, 

Seftembbb 1949. The Economic Sittmtion, The Devaluation of the Swedish 
Krona, The Swedish Textile Industries, Statistics, 

Nationcdokonomislc Tidsskrift, 

Nos. 3-4, 1949. On the Changes in Exchange Rates : Jobgen Geltino. 
Danish Shipping : Chbistian Habhoff. Iceland's Economic Conditions 
During and after the War : O. Bjornsson. On the Aims of Social 
Policy : Niels Banke. The Freeing of Inter-European Trcd^e : E. 
Babtels. Public Opmion Surveys and their Use in Illuminating .the 
Savings Problem in the U,S,A, : Helge Andersen. The Influence of 
Taxes on Pr^erty Prices : K. J. Kristensen. The Rexd Value of the 
Social Building Societies' Building Funds : Rachel Baoeb. 

0konomi og Politik, 

VoL. XXIII, No. 3, July-Septembeb 1949. Den yiordatlantiske pagt: S. 
Henningsbn. Forfatningsudviklingcn i Tyskland : A, Kasch. Engelak 
og amerikansk presse : J. Laxtrsen. 

Ekonomiska Samfundets Tidskrift, 

VoL. 2, No. 3, 1949. Produktionsfaktorerna och deras priser : O. Stadixjs. 
Nationalekonomiska och finanspolitiska synpunkter pa den forflyttade 
befolkningens ersdttningsproblem : V. Procop^i. 

VoL. 2, No. 4. Finlands vattenkraftresurser : H. Fbilund. Lantbrukets 
driftsekonomi—dess mal och mojlighetcr i forskningens tjdnst: N. Westeb- 
MABCK. Tullfdrhandlingarna i A^mecy och deras konsekvenser for v&rt 
land : C.-E. Olin. v 

Statisticed Bulletin of Israel (Edited by the Central Bureau of Statistics). 

VoL. I, No. 2, August 1949. 
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Moneda y Cridito. 

March 1949. El efecto monetario : J. Sarda. La Banca eapanola en 1948 : 
L. C. Garrigos. La regidacidn de la inflacidn : E. de Figueroa. 

El Trimestrc Ecoiiomico. 

ApriIt-June 1949. Investigacion y experimentcKidu de la cana de azucar en. 
Mexico : A. G. Gallardo. El progreso cconomico de Venezuela : M. P. 
Guerrero. Balance de resultados del patron cambio oro : A. L. ISJArritu. 
Poliiica de loa cdrteles internacionales : E. Hexner. 

Reviata de Economia, 

June 1949. Suhsidioa para o eatudo doa termoa fundamentaia da Economia 
Portugueaa : J. Alarcao. 

September 1949. Significado hiatdrico da obra de Mouzinho da Silveira : 
A. Castro. recentea varia^dea canibiaia e a noaaa balan^a de pa^ja- 
mentoa : L. S. de Abreu and A. Costa Leal. 

Revista Brasileira de Economia. 

VoL. 3, No. 2, June 1940. Representa^ao analitica da.a diatribui^oea doa 
contribui7Ues e das rcspectivaa rendcut liqmdas determi^iadoapara a aplicagdo 
do impdato de rendu, cm funfdo do valor da renda liquida : G. Mortara. 
Converado do Moeda e Inflagdo Reprimida : J. H. Furth. Lei Monetdria. 

Obzor Kdrodohoapoddrahy (Czech text). 

No. 7, March 1949. Our Budget for 1949 : H. SpAcil. The new organisa¬ 
tion of Economic Planning in Czechoslovakia : J. BerAk, Regional 
Considerations in International and DoyneMic Trade : P. Zeman. 
Agricultural Planning : K. Lamberk. On some Conditions for an 
Expansion of International Trade: T. Pistortus. The Post-war 
Hungarian Economy : M. Zelenka. 

No. 8, Ai*ril 1949. 4 Balance Sheet of the Lalnmr Force : B. Glos. TJie 

Measurement of the Standard of Living in England : V. Velimsky. 

No. 9, May 1949. Planning is also an Art : J. NebesAr. Economic 
Aspects of Industrial Investments : F. Bernat. The Polish National 
Bank : M. Orlowski. The Measurement of the Standard of Living in 
England (concl.) : V. Velimsky, 

No. 10, June 1949. Contributions to the Theory of Foreign Exchange 
Shortage : M. Horna. The Theoretical Foundations and Functions of 
Financial Planning : M. Ubirta. The Problem of Price in a Planned 
Economy : J. L. Porket. European Land Reforms in the Inter-War 
Period : A. M. Mayer. 

Statisztikai Szemle (Hungarian text). 

June 1949. Preliminary Results of the Population Census, 1949 ; Statistics 
and politics : B. Volin. A Study of the Interconnection of Statistics and 
and Accountancy : J. Zala. The Functions of Hungarian Industrial 
Statistics : O. Lukacs. Falsifications in Bourgeois Statistics : J. R^dei. 
Statistical Methods for Harvest Yields : S. SoLC. 

Magyar-Szmfet Kozgazdasdgi Semle (Hungarian and Russian text). 

No. 7, 1949. The Determination of Economic Needs : J. Joffe. The Size 
and Composition of the Social Product in Socialist Society : Szobol. The 
Distribution of Social Property under Socialism : LjApin. 

No. 8, 1949. The System of State Labour Reserves in the Soviet Union : 
Mohova. The Calculation of the Necessary Labour Supply and Compila¬ 
tion of the Product Output Plan in a Popular Democracy. J. Joffe. 
The Political Economy of the Soviet State at the time of the Civil War : 
SzAvin. The Western European Trade Crisis: Menzsinszkij. The 
Economy and Foreign Trade of Albania : L. Wessely. 
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Oazdaadg (Hungarian text), 

July 1949, Voi.. IV, No. 14. The Property of State Enterprises and the 
Determination of Unnecessary CirculaU}%g Capital: S. BababAs. Work¬ 
shop Accounts and Planned Bookkeeping : J. Zala. The Calculation 
of the Minimum Amount of Necessary Circulating Capital: M. 
SiMONYi. Some Remarks on the Question of Uncontrolled Production: 
L. LtjkAcs. a Comment on Dr, Szasz's Article on Factory Economics 
(Qazdasagy Vol, IV, No, 9) : P. Krdos. 

August 1949, Vou. IV, No. 16. Lessons in Improving Agitation Methods 
and Future Tasks : G. Hevsi. Some Questions of Training in Commercial 
Economics : I. Foqaras. The “ Work-dayy' the Payments System 
of Collective Farms : M. Kraev. Towards a Solution of some Unsettled 
Tasks in Finance : M. Emodi. The Organisation of Graphical 
Bookkeeping as an Instrument of PI arming : A, Lozinszkij. 

August 1949, Vol. IV, No. 16. Our People's Economy in the Five-Year 
Plan : P. MAndi. German Trade Unions : their Growth and Functions : 

H. ScHLiMME. Some Problems of (*osi Accounting : Z. RomAn. Wages 
Control: G. Balla. Recent Developments in the Organisation of Banking : 
Z. OvAry-Papp. The R6le of the Assess^nent of Labour Norms in 
the Expansion of Production : J, Duzs. 

September 1949, Vol. IV, No. 17. The Wages Plan in Soviet Industry : 

F. Zala. Planning and the Employment of Resources : G. Reczey. The 
Function of Standardised Bookkeeping in the Improvement of Accounting : 
J, KirAly. The Acceleration of the Turnover Cycle of Working Capital: 

G. SzALTiKOV. The R6le of the Assessment of Labour Norms (continued) : 
J. Duzs. 

September 1949, Vol. IV, No. 18. Some Problems in the Theory of 
Production Control : K. Farkas. Remarks on Accountancy Courses in 
Hungarian Universities : G. Kklemen. The Acceleration of Money 
Turnover : L. Radnai. A Reconsideration of the Existence of the Annual 
Single Account from the Point of View of Convenience : I. NemAny, G. 
Lakatas and G. Haj6s. I'he Coywemence of Price Statements in the 
Accounts of Enterprises : J. Schopf, 

October 1949, Vol, IV, No. 19. The Popular Loan : R. SzANTd. Esti¬ 
mating Practice in Accountancy : L. Gordon. Documentation Procedure 
for Industrial Enterprises : G. Walleshausen. Preliminary Results of 
Co-operative Production by Groups : J. PAl. Problems of Organisation 
in State Companies for Foreign Trade : J. Ber^;nyi and I. Bo6c. 
October 1949, Vol. IV, No. 20. The Soviet Five-Year Plan in Four 
Years : G. Hevesi. The Development of Accountayicy : E. S6s and 

I. Fogaras. Foreign Trade Credits under the New Accounts System : K. 
T6biAs. The ColMoration of Socialist Banks in Arrangements for 
Planned Credit: G. Kiss. 

November 1949, Vol. IV, No. 21. The Attitude of the True Socialist to 
Work : L. M. Universal Principles in the Practice of Planned Agriculture : 
Z. RomAn. The Valid Investigation in Detail of Industrial Plan Fulfil¬ 
ment : R. Amar. Production Control in Praxlice: L, LukAcs. 
Principles in the Assessment of Investment and Working Capital in 
Agriculture and Forestry : S. Erdos. Industrial Short-term and Foreign 
Trade Credits : I. Nem^nyi. 


Probleme Economice (Roumanian text). 

No. 2, April-June 1949. The Superiority of Socialist Production in 
Agriculture : V. Malinschi. The Problem of Assessing and Amortising 
Capital: C.Atanasiu. Industrial Standardisation: S. Balan. Economic 
Organs of the People's Councils : M. Maievschi. Problems Connected 
with the R6le of Rounmnian Co-operatives : R. Bortoi. Financial 
Planning for Industrial Enterprises: C. Niculceanu. Thh>retical 
Study in Statistics : V. Trebici, Problems of Socialist Industrialisation 
in the Works of Stalin: F. Koselev. The Marshall Plan and Great 
Britain or the Coloniser Colonised : E. Balas. 
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OospodarTca Planowa {Polish text). 

September 1940. Final Stages of the Three Year Plan : K. Srcomski. 
Some Problems of Technical Planning : M. Lesz. The Plan for Social 
and Cultural Investments : S. Garczynski. Planning tlhe Polish Health 
Service : Z. Grynbero. Principles for a Rational Wage Policy : A. 
Ferski. The Polish Mercantile Marine in the Six Year Plan : I. 
Tarski. The Statistics of Industrial Indices : I. Ma^yj. 

October 1949. The 1950 Plan for Publications : 8. Majewski. The 
Methodology of Planning Central Communications in 1950 : B. Cywinsici. 
Statistics in a Planned Economy : J. Wojciechowski. Currency in the 
Planned Economy : W. Fischer. The A ctivisation of Olsztyn (Allenstein) 
in the Six Year Plan : Z. Januszko. Foreign Capital in Pre-war Poland : 
J. CzAUBiNSKi. Problems of Sotnet Trade (translation of V. Pavlyukov's 
article in Planovoye Khoziaistvo No. 3). 

Wiadomsci Narodowego BanTcu Polskiego (Polish text). 

No. 7, 1949. Circulatitig Capital %n Industrial Enterprises : A. Birman. 
The Currency Plan : A. Cegiehski. The Balance of Income of the 
Population and the Output of Goods and Services : I. Ciiodak. 

No. 8, 1949. The Expansion of Compulsory Participation in the Exchange 
of Goods without Money : S. SzAtowsKi. National Income and Expendi¬ 
ture : P. Solmicki. Principles of the Financial System of Stale- 
owned Enterprises for 1950 : B. Blass. Accounting as an Instrument of 
Control by Banks of State-owned Enterprises : Z. Zdyb. 

No. 9, 1949. Problems of Assessing Norms of Circulating Capital : T. 
Cholinski. The Structure of Monetary Circulation and its Significance : 
M. Kucharski. Reorganisation of the Ministry of Finance : Z. Piro4y^- 
SKi. The Essence and Structure of the Plan for Financial Returns from 
abroad : A. Siebeneichen. 

Pari I Krcdit (Monnaie et Credit) (Bulgarian text, French and Russian 

summaries). 

No. 1, 1949. The Struggle for Peace and Democracy : I. Paliiski. The, 
Bulgaro-Soviet Trade Agreement in 1949 : A. Kasabov. The Practical 
Application oj Credit: P. Panteleev. Public Finance under Capitalism 
and under Socialism : O. Gotsev. Working Capital in Socialist Industry 
and the Functions of the National Bank : A. Ganeva. The New Bulgarian 
System of Planned Accounting : B. Nadzhakov. Review of the Bulgarian 
Ecoiurmy in 1948 , The Czech Economic Plan. The Trade Union 
Conference on Credit. 

No. 2, 1949. A Striking Electoral VicUmj : I. Paliiski. The Fourth 
Soviet State Loan : A. Kasabov. Planning Amortization Reserves : K. 
Kamenov. National Income and Capitcil Investment : K. Poppov. 
Results of the Plan in the First Quarter 1949 . The Polish Economic Plan 
for 1949 . 

Planovoe Khoziaistvo (Russian text). 

No. 4, 1949. Economy of Materials—the Source of Production above Plan : 
I. Nosenko. On the Planned Consumption of Productive Energy : P. 
Ivanov. Rural Electrification in the U.S.S.R. : N. Naumov. Problems 
of Municipal Construction and Economy : A. Sharov. Some Questions 
of the Balance of Money Income and Expenditure of the Population : N. 
Margolin. The Construction of a Socialist Economy in the People's 
Democracies : L. Petrov. 

Izvestia Akademii Nauk S,S.S,R. (Bulletin of the Academy of Sciences of 
the U.S.S.R.), Economics and Law Section (Moscow). 

No. 2, 1949. Lenin and Stalin on the R6le of the State and of Law in the 
Building of Communism: Academician I. P. Trainin. Marx and 
Engels on Russia : A. L. Reuel. Reports of Section Meetings and of 
the Discussion of Degree-dissertations. 

No. 3, 1949. Quickening the Turnover of Working Capital: A. D. 
Gusakov. Reports of Discussions in the Institute of Economics of the 
Academy and of the Discussion of Degree-dissertations. 
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No. 4,1949. The Political Outlook of A. N, Radishchev : S. A. Pokrovsky. 
N, Q. Cherniahevaky on the Subject-matter and Method of Political 
Economy : V. H. Zamiatin. Diseuaaioti of a Report of M. F. Kolganov, 
“ 2'awards a Theory of Property,'^ 

Voproay Ekononiiki {Russian text). 

No. 4, 1949. The Struggle for Quickened Turnover of Resources : a New and 
Higher Stage in Masterhig Production : V. Diachenko. State Lol)our 
Reserves—A New Source for Supplementing the Working Class in 
U.S,S.R, : E. Mochova. Agahisl Bourgeois Objectivism and Formalism 
in the Science of Statistics : T. Kozlov. Italy in the Grip of the Marshall 
Plan : P. Lisovsky. The Expansion of V,S,A, Oil Monopolies in South 
America : V. Volsky. 

No. 6, 1949. The RSle of Electrification in Realising the Stalin Plan for 
Transforming Nature : S. Matskevitch. On Some Questions in the 
Methodology of Economic Indices : 1. Malyi. 2'awards a History of the 
Kizel Coal Basin : A. Zvorikin. Labourism—the Ideological Prop of 
Imperialism : I. Dvorkin. The Impoverishment of Working Farmers in 
IJ,S,A,: A. Ltebkind. 

No. 6, 1949. 2'hc Boosting of Socialist Livestock-breeding : the central task 
in the development of agriculture in the U.S.S,R, A Contribution to the 
Study of K. Marx on the Reform of 1861 and Russian Economics up to the 
Reform : R. Koniushaia. Expansion of American Imperialism in the 
Near and Middle East : 0. Akopian. The Struggle over Nationalisation 
in France : V. Liubimova. Ejjmcncy of Capital Invest^nents and the 
Theory of Reproduction : D. Chernomordik. Some Questions of the 
Efficiency of Capital Investment in Soviet Economy : P. Mstislavsky. 

No. 7, 1949. To Develop Universally Economic Accountancy within Enter¬ 
prises : A. Vorobyova. The Struggle for Accelerating the 2^urnover of 
Stocks and the Development of Economic Accountancy {the experience oj the 
Lengingrad factory, Electrosila, called after S, M, Kirov): A. Rosenberg, 
Bourgeois Cosmopolitanism in thi Service of American Imperialism : 
M. Rubinstein. Economic Contradictions and Struggle between American 
and English Imperialists : I. Lemin. A Contribution to the History of 
Agriculture in Russia : A. Korneiev. Experience in Organising Intra- 
Factory Economic Accountancy in Moscow Factories : A. Sokolovsky 
and V. Mnatsaganova. 

No. 8, 1949. Questions in the Building of Socialism, in U.S,S,R. and the 
Works of Stalin, 1924-1926 : I. (jIladkov. On Some Effective Methods 
of Struggle for High Quality in Industrial Production {from the experience 
of the Moscow motor factory named after Stalin) : V. Balabushevitch. 
2'he Foreign Exchange Crisis in England {Devaluation of the Pound 
Sterling) : Z. Atlas. 

No. 9, 1949. 2%e Multiform Utilisatimi of Reserves for Raising Labour 

Productivity : G. Prudensky. A Cennplex Analysis of the Sources of 
Higher Labour Productivity {the experience of the Kirov factory for agri¬ 
cultural machinery, the Red Star): A, Merkulov. A, N, Radishchev — 
Author of the Revolutionary-Democratic 2'endency in Russian Economic 
Thought {On the Bicentenary of his Birth): E. Prikazchtkova , Questions 
of National-Colonial Struggles after the Second World War : E. Zhukov, 
On the Leading RSle of the Working Class in National-Liberation Move¬ 
ments among the Colonial Peoples : V. Maslennikov. The Growth of 
Unemployment in Capitalist Countries in the Post-war Period: A. 
Shapiro. On the Subject Matter ayid Composition of the Branches of 
Economic Science : S. Gorodetsky. The Unfolding of the Economic 
Crisis in Capitalist Countries : V. Leonidov. 

The Oriental Economist, 

VoL. XVI, No. 360. Careful udth Tax Reform, Working Women, Sterling 
Area Market, Private Trade Problem, Copper, 

VoL. XVI, No. 361. Renovation of Industrial Plants, Rationalization and 
Latent Unemployment, New Trade Procedure, Pound Devaluxiticm and 
Spinning. Cement. 
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NEW BOOKS. 

British. 

Aiyangar (K. V. R.). Indian Cameralism. A survey of some 
aspects of Arthas’astra. Madras: Adyar Library, 1949. 8J". 

Pp. XX + 184. Rs. 7. 

[These are lectures given by the author as special Reader in Calcutta Uni¬ 
versity in 1934. The word Cameralism is intended to denote the approach to 
economic problems and activities from the viewpoint of ministers of state. The 
five lectures deal with : a Preliminary Survey of Western Cameralism; a 
General Survey of Indian Cameralism; Camoral Sociology ; Cameral Polity and 
Law; Economics of Indian Cameralism; the Province of the State.] 

Allen (F. L.). The Groat Pierpont Morgan. London : Victor 
Gollancz, 1949. 8J". Pp. x -f- 306. 15^. 

[Reviewed in this issue.] 

Annual Market Review, 1948. Bombay : Prerachand Roychand, 
1949. 91". Pp. 86. 

[A review of the year 1048, its effects upon the Indian economy generally 
and upon the commodity and share markets. As in the past, the review is 
replete with statistical material covering many aspects of the Indian ocoeomy.] 

Balogh (T.). Dollar Crisis, Causes and Cure. Oxford: Basil 
Blackwell, 1949. 8i". Pp. xlvi 269. 15s. 

|To be reviewed,] 

Bertram (G. C. L.). Population Trends and the World's Bio¬ 
logical Resources. London: Cassell (The Eugenics Society), 1949. 
8i". Pp. 38. 2,5. 

[This may be described as an essay in biological economics. It gives a 
popular, and in the main qualitative, account of the problems of population 
growth and of tho potential world developments of food supplies. It touches 
briefly at the end on tho problems of overpopulation and of tho limitation of 
population growth.] 

British Institute of Management. Conferenco Series No. 2. 
Management and the Financier. Management in Private Enterprise 
and Nationalized Industry. London : British Institute of Manage¬ 
ment, 1949. 9". Pp. 24. 2,5. 6d. 

[This includes two papers. The first by Mr. II. N. Hume, Chairman of the 
Charterhouse Investment Trust, disemsses Management ami the Financier, Tho 
second by Sir Miles Thomas discusses Management in Private Enterprise and 
Nationalised Industry. Both' papers are highly stimulating. Neither lends 
itself to summary.] 

British Institute of Management. Conference Series No. 3. 
Business Forecasting. London : British Institute of Management, 
1949. 9". Pp. 34. 2s. Gd. 

[The paper, by Mr. A. W. Willsmore, on the techniques of business forecasting 
describes various alternative methods of making forecasts : an arbitrary increase 
over tho previous year; an attempt to extrapolate past trends and to chock from 
travellers* and other reports; estimates of potential customers, from such evidence 
as car registrations, and the assumption of tho same (or a changed) ratio to this 
base; an analysis of past sales and correlation, after correction for trend and 
seasons, with an index of business activity; a national income and total con¬ 
sumption analysis; straightforward market research. The author has something 
to say about each of these. An interesting discussion follows.] 

British Institute of Management. Conference Series No. 6. 
Standard Accounting System. London : British Institute of Manage¬ 
ment, 1949. 9". fp. 35. 2s. 6d. 

[A paper read to a Conference held by the Institute at Cliftonvillo in May 
1949, with a record of the subsequent discussion. The reader of the paper. 
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Mr. Ian Morrow of Hobson, Morrow and Co., argued that financial and cost 
accounts can with advantage be integrated, that properly devised accounting 
control can be of groat assistance to management, and that research be under¬ 
taken to establish the principles of an accounting control which can be standardised.] 

British Institute of Management. Conference Series No. 9. 
Indices of Productivity. London ; British Institute of Management, 
1949. 9". Pp. 36. 2s. 6d. 

[This contains a valuable paper by Mr. L. H. C. Tippett of the Shirley Institute 
on methods of measuring productivity and a record of Mr. Tippett’s remarks in 
introducing it and of the subsequent discussion. The latter was mainly concerned 
with a resolution proposed by Mr. Tippett, indicating the need for systematic 
study of productivity and the publication of results. In the end a resolution 
was approved in a slightly more complicated form advocating the study of 
productivity and the devising of suitable indices both for individual control and 
inter-firm comparison, and that results should be published with proper safeguards.] 

British Institute of Management. Conference Series No. 10. 
Financial Information and Joint Consultation. London: British 
Institute of Management, 1949. 9". Pp. 28. 2s. 6d. 

[A paper by Mr.' G. Cholioti, Director of the General Electric Company, 
on the question whether the disclosure of the firiancdal position of an imdertaking 
to its employees is an essential feature of effective joint consultation. Mr. 
Cholioti himself proposed a motion that it is desirable to include the financial 
results in the scope of joint consultation. After a lively discussion agreement 
was limited to the desirability of further investigation.] 

British Institute of Manacjement. Conference Series No. 11. 
Nationalized Audit Service. London : British Institute of Manage¬ 
ment, 1949. 9". Pp. 36. 25. 6d. 

[This paper was delivered at a Conference at Cliftonville. by Mr. F. C. Hooper. 
He asks whether there is need for an independent “ management audit ” service 
for nationalised undortakmgs. He concludes that at least one member of the 
audit should be a person drawn from outside the government service, of the 
very highest professional and public standing. ) 

British Institute of Management. Winter Proceedings 1948/49. 
No. 6. The Management of Multiple Shops. London: British 
Institute of Management, 1949. 9". Pp. 35. 2s. 6d. 

[A paper by Mr. Alan Sainsbury on the problems of the operations of Multiple 
Shops, which covers such topics as buying and merchandising policy, branch 
supervision, warehousing and distribution, finance, stock control, l^udgetary 
control and statistics. He also touches on wider problems of personnel manage¬ 
ment and training and property management. In conclusion, Mr. Sainsbury 
stresses that unless there is real leadership, ** the result will only bo an untidy 
group of separate units.” For success there must be integration of effort and 
not confiict between the branches and the central management.] 

Clapham (Sib John). A Concise Economic History of Britain 
from the Earliest Times to a.d. 1750. London : Cambridge University 
Press, 1949. 8". Pp. xv + 324. 12«. Qd. 

[To be reviewed.] 

Clabe (G. N.). Science and Social Welfare in the Age of Newton. 
Oxford : Clarendon Press, 1949. 7". Pp. 159. 8s. 6(i. 

[To be reviewed.] 

Cohen (Ruth). The Economics of Agriculture. Sixth impression 
revised. London ; Nisbet, 1949. 7|". Pp. xvi rf- 216. 6«. 

[To be reviewed.] i. 

CouBTAULD (Samitbl). Ideals and Industry. London: Cam¬ 
bridge University Press, 1949. 7^". Pp. xviii + 134. 10s. W. 

[To be reviewed.] 
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CRtncESHANK (R. J.). Charles Dickens and Early Victorian 
England. London : Sir Isaac Pitman, 1949. 8J". Pp. xii + 308. 
20 «. 

[To bo reviewed.] 

Curtis (Lionel). World Revolution in the Cause of Peace. 
Oxford : Basil Blackwell, 1949. 7". Pp. xv + 167. 75. 6d. 

[This an eloquent plea for an international world federation of democratic 
powers, and the summoning of a convention to work out a constitution. The 
main essentials of such a constitution are sketched in tliis book. Mr. Curtis 
likens the present position of the democratic countries to that of the American 
States before the Philadelphia Convention of 1787. A dramatic change was 
wrought almost overnight, and beyond the wildest expectations of the .supporters 
of federation. Nothing but a similar dramatic change will, in Mr. Curtis’s view, 
save Europe. The conditions, he argues, make any alternativ^e unworkable and 
fruitless.] 

Dillard (Dudley). The Economics of J. M. Keynes. The 
theory of a monetary policy. London : Crosby Lockwood, 1948. 

^Pp. XV + 364. 185. 

[To be reviewed.] 

Driver (P. N.). Problems of Zamindari and Land Tenure Recon¬ 
struction. Bombay : New Book Company, 1949. 8^". Pp. xx + 

310. Rs. 12/8. 

[To be reviewed.] 

Everard (S.). The History of the Gas Light and Coke Company, 
1812-1949. London: Ernest Benn, 1949. 8|". Pp. 428. 635. 

[To be reviewed.] 

Fighting Inflation, 1945-1949. Sydney: Fabian Society of N.S.W., 
1949. 8|". Pp. 30. U. 

[An account of the methods used to prevent inflation since 1945 in Australia. 
The Commonwealth Government sought to tackle the situation from three sides— 
increasing supplies, restricting demand and, as an interim measure, controlling 
prices. A chapter is devoted to each of these. The pamphlet argues that 
Australia, under a TiUbour Government, suffered between 1939 and December 
1948 less inflation than almost any other country except New Zealand and Great 
Britain.] 

German Steel at the Cross Roads. London: Iron and Steel Federa¬ 
tion, 1949. 10". Pp. 6. 

[A useful account of the history of inter-allied vacillation on the problems of 
the post-war level of the German steel industry, followed by a brief account 
of the current position. Crude steel production in the Bizono has levelled off at a 
rate of about 9 million tons a year. This is not to be regarded as proving that the 
figure of 11 million tons for German roquiroraonts is exaggerated. It is the result 
partly of financial stringency, partly of more general mal-adjustments of the 
economy. Material supplies are now easier. German prices have been closely 
in line with British, and if they wore readjusted to cover costs and to eliminate 
subsidies would be higher than-ihose either of the United Kingdom or the United 
States. In order to still the German outcry against dismantling, which will 
continue so long as dissension between the Allies can be encouraged, an agree¬ 
ment between the occupying powers over the future organisation of the German 
steel is urgently needed.] 

Ghosh (B. B.). Indian Economics and Pakistani Economics. 
Calcutta : Mukherjee, 1949. 8J''. Pp. xv + 627. Rs. 10. 

[This book gives a detailed and useful but rather pedestrian account of the 
resources and industries of India and Pakistan. It contains a vast amount 
of information about the different crops and products of India as well as about the 
banking and credit systems. Its mam virtue is that for some of the important 
products it enables a reader to distinguish the outputs of India and Pakistan 
respectively.] 
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Hall (Maeoabet). Distributive Trading, An economic analysis. 
London: Hutchinson’s University Library, 1949. 7". Pp. 203. 
la. 6d. 

[To be reviewed.] 

Heyworth (Sir Geoffrey). The Organization of Unilever. 
London ; Lever Bros., 1949. 8". Pp. 16 + vi. 

[An account by Sir Geoffrey Heyworth, Chairman of the Company, of the 
organisation of Unilovers. It describes the structure of control, the arrange¬ 
ment of national managements, the working principles of control, the budget of 
capital expenditure, the methods of selection of top management and tho attempts 
to make effective central control consistent with effective delegation.] 

Hobson (J. A.). Revised by Harrod (R. F.). The Science of 
Wealth. London: Oxford Univeisity Press, 1950. 6|". Pp. ix + 

214. 5s. 

[To be reviewed.] 

Iron and Steel Bill. Some Arguments for and against. London : 
British Iron and Steel Federation, 1949. 9". Pp. 62. 

[The Iron and Steel Federation puts its case against nationalisation. In its 
view the argument that the industry is a private monopoly is invalid; its prices 
and development policy are controlled by the govermnent; the thesis that the 
State must own in order to (jontrol is invalid. Nothing in the Bill, it is argued, 
will enable bettor, cheaper steel to be produced. It carries public ownership 
far beyond tho limits of iron and stend productum into subsidiary activities, and 
yet splits what is essentially one industry into two parts, one publicly and one 
privately owned. It weakens the responsibility of managements and is bound to 
create over-centralisation.] 

Jones (A.). If Steel is Nationalised. London: Hodder and 
Stoughton, 1949. 9". Pp. 32. is. 

[A handsomely produced and illustrated criticism of tho Steel Bill which seeks 
to show that the steel industry has act ml throughout the last decades in the 
national interest and can be an effoctix-e and loyal partner in government eco¬ 
nomic policy without government owners!uj>.] 

Kareda (F.). East and West. Facts from behind the Iron 
Curtain. No. 5. Estonia in the Soviet Grip. London: Boreas 
Publishing Company, 1949. SI". Pp. 100. 6d. 

[An account of life and conditions in Estonia under Soviet occupation from 
1947 to 1949. The avowed purpose of the book is to awaken Western opinion 
to a consciousness of the horrors of life under Soviet rule. “ With iron con¬ 
sistency and unparalleled ruthlossness the Soviet regime is turning the human 
beings living under it into obedient robots. . . . This moral coercion is coupled 
with a drastic economic exploitation calculated to reduce the living standard of 
the nation to the Soviet level, admittedly the lowest in the civilised world.”] 

Krishnamurti (B. V.). Pricing in Planned Economy. Bombay 
and London: Oxford University Press, 1949. 8J". Pp. 139. 

lls. 6d. 

[This book has developed from a Ph.D. Thesis of the University of Bombay. 
The author advances the proposition that ” tho laiaser-faire principle rests on the 
assumption of rising marginal costs. But tho economic progress of the last two 
hundred years has made this assumption woefully obsolete. Over a wide 
sector of economic activity, production is carried on under conditions of falling 
marginal costs. As such atomistic competition has proved not merely ineffective 
but positively obstructive in attaining the position of maximum net advantage 
to the community.” Using mathematical techniques' the author tackles in 
successive chapters the problems of freedom of choice and consumers’ sovereignty, 
of the optimum allocation of productive resources, the ideal output of the firm] 
its size, equipment and product differentiation and finally tho criteria for con¬ 
ducting large enterprises in tho interest of maximum general welfare. This is a 
serious and competent piece of work which deserves attention.] 
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Lalwani(K.). Industrial Efficiency in India. Calcutta: Nalanda 
Press, 1949. 8 J". Pp. vii 266 + viii. 125. 6 d. 

[The author begins by emphasising the importance of increased efficiency in 
India and then goes on to analyse the bases of industrial efficiency. After a 
chapter which draws attention to the relative importance of different cost-items 
and makes comparison of Indian costs for some products with foreign costs, 
he goes on in subsequent chapters to discuss the effects on efficiency of management, 
size, rationalisation, labour, wages, industrial pciace, welfare and sundry other 
factors. He concludes with a more general discussion of the advantages of a 
balanced economy, competitive efficiency, production targets, the fundamentals 
of an Indian plan and the r6lo of the State.] 

Lengyel (S. J.) and Beeckoft (R. M.). The Cost of Distribution 
of Consumption Goods in Australia and Elsewhere. Melbourne 
University : Faculty of Economics and Commerce (London : Wadley 
and Ginn), 1949. 9". Pp. 94. 355 . 

[To be reviewed.] 

Lewis (W. A.). The Principles of Economic Planning. London : 
Allen and Unwin and Dennis Dobson, 1949. 8 J". Pp. 128. Is. 6d. 

[Reviewed iii this is.sue.] 

Lynton (R. P.). Incentives and Management in British Industry. 
London : Routledge and Kegan Paul, 1949. SI". Pp. viii + 212. 
15.9. 

[To bo reviewed.] 

Macgregor (D. II.). Economic Thought and Policy. London : 
Oxford University Press, 1949. 6 P'. Pp. 182. 05. 

[To be reviewt'd.] 

Mansergh (N.). The Commonwealth and the Nations. London : 
Royal Institute of International Affairs, 1948. 1". Pp. viii -j- 229. 

85 . %d. 

[This is a study and appraisal of the develojiinents, mainly in the political 
fit'ld, of relations between tlie countru's of the (kimnionwealth and the United 
Kingdom.] 

Mises (L. von). Human Action. A Treatise on Economics. 
London : William Hodge, 1949. 8 .]". Pp. xv + 889. 425. 

[To be reviewed,] 

Moore (W. G.). A Dictionary of Geography. Harmondsworth : 
Penguin Books, 1949, 1". Pp. 182. I 5 . 6c/. 

[This Penguin dictionary of geographical terms is by tlio author of that very 
stimulating other Penguin, The, World's Wealth. It contains definitions, and in 
many cases illustrations, of the vast majority of technical terms used in physical 
geography.] 

Morrison (Herbert). How London is Governed. London: 
James Barrie, 1949. 1\". Pp. xiv -+ 191. 85. 6 d. 

[Thi.s is a revised edition of the little book, first published in 1935, in which 
Mr. Herbert Morrison describes^ the powers and organisation of the many and 
varied local authorities of Clreater London. It has been drastically revised and 
in parts rewritten. One new chapter deals with central versus local administra¬ 
tion, another with civil defence. The chapter on local finance has been greatly 
changed, and it describes fully the expenditure and income of 1946-47, The 
book is written for popular consumption, but contains a groat deal that is valuable 
to a more serious reader.] 

National Institute op Economic and Social Research. Register 
of Research in the Social Sciences in Progress and in Plan and Directory 
of Research Institutions. Edited by Feodora Stone. London: 
Cambridge University Press, 1949. 10". Pp. 155. 155, 

[This register grows larger year by year. There are now listed as many as 
1,064 separate pieces of emrent research in the Social Sciences. The usefulness 
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of this now invaluable guide has been further enhanced by the addition of a 
section which brings together information nowhere else conveniently accessible 
in the form of a Directory of Research Institutions. This lists the various in* 
stitutions, and gives their addresses, functions and policy, organisation, research 
arrangements and publications. It also lists the main Trusts which finance 
research and describes their functions and policy.] 

Neale (E. P.). Guide to New Zealand Official Statistics. Christ¬ 
church : Whitcombe and Tombs, 1949. 8|". Pp. 149, 

[An enlarged, second edition of a handbook first published in 1938. It pro¬ 
vides a guide to tho main sources of statistics in each main field, gives definitions 
wherever necessary and indicates the methods of calculation of the chief concepts.] 

Nogabo (B.). a Short Treatise on Money and Monetary Systems. 
London : Staples Press, 1949. 8^". Pp. 214. 17^. 6d. 

[This is the English edition of Professor Nogaro’s book, entitled La Monnaie 
€t lea Syat&mea Monitairea, which was reviewed in tlie Economic Journal for 
December 1946. The present text is virtually identical with that of the French 
edition, apart from the insertion of a few pages dealing with tho very interesting 
infiation (and stabilisation) of the Hungarian currency in 1945-46—an infiation 
which far exceeded in extent and intensity the great German infiation of 1923.] 

Normano (J. F.). The Spirit of Russian Economics. London : 
Dennis Dobson, 1950. 8^''. Pp. 130. Ss. 6d. 

[The American edition of this book was reviewed by Mr. M. H. Dobb in the 
Economic Journal of December 194(>.] 

Pabsons (Talcott). The Structure of Social Action. 2nd 
edition. London: Allen and Unwin, 1949. 9". Pp. xii + 817. 
55s. 

[To be reviewed.] 

Penn (K.) (Ed.). S.D.I.: being an account of the Soft Drinks 

Industry in Britain during the emergency years 1942-1948. London : 
Soft Drinks Industry (War Time) Association, 1949. SJ". Pp. 
xvi -f 106. 

[An account of the Soft Drinks Industry in war-time, its concentration, tho 
temporary abandonment of trade marks, tho zoning of supplies and tho history 
of the Soft Drinks Industry (War Tune) Association lAd. which became the 
instrument of control and distribution.] 

PiGOU (A. C.). Wage Statistics and Wage Policy. London: 
Oxford University Press, 1949. 7". Pp. 44. 2s. 

[The Stamp Memorial Lecture of 1949.] 

Planning and Competition in Industry. London : British Iron 
and Steel Federation, 1949. 10". Pp. 13. 

[Tliis contains the substance of an article read by Mr. Robert Shone, Economic 
Director of the British Iron and Steel Federation, to the Economic Section of the 
British Association.] 

The Population Problem. Summary of the Report of the Royal 
Commission on Population. With a foreword by Sir Hubert Hender¬ 
son. London : “ News Chronicle " Publications Department, 1949. 
8 i". Pp. 80. Is. 

[An abridged version of the Report of the Royal Commission on Population, 
prepared by the News Chronicle. This will be extremely useful for those who do 
not wish to go into the full detail of tho report itself, but wish, nevertheless, to 
master the main issues. It contains a ruunbor of the key tables and diagrams and 
gives siunmaries of the arguments of each chapter.] 

The Public Supervision of the Iron and Steel Industry. ^London : 
British Iron and Steel Federation, 1949. 10". Pp. 8. 

[An account of the work of the Iron and Steel Board which, when it was 
dissolved on March 31, 1949, had exercised supervision over the industry during 
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an important two and a half years in which its post-war development policy hckd 
been formulated and carried down to the level of detailed planning.] 

Qureshi (A. I.). The Economic Development of Hyderabad. 
Vol. I. Rural Economy. Bombay and London : Longmans, 1949. 
10". Pp. 358. 255. 

[The author of this monograph was formerly Economic Adviser to the Nizam’s 
Government and Prof<>ssor of Economics in the Osmania University. This first 
volume deals with problems of the rural economy of the State; the second volume, 
now in the press, will deal with industry and finance. The book sets out the 
natural resources and population of Hyderabad, and then discusses in detail 
the measures that have been taken to increase agricultural production.] 

Rajkitmar (N. W.). Development of the Congress Constitution. 
New Delhi: All India Congress Committee, 1949. 8|". Pp. 147. 
Rs. 2/14/. 

[A history of the constitution of the Indian Congress from its first beginnings in 
1885 down to the latest revision passed in April 1948.] 

Rastooi (T. N.). Indian Industrial Labour (with special reference 
to Textile Labour). Bombay : Hind Kitabs, 1949. 8J". Pp. 236. 
Rs. 8-8. 

[Mr. Rastogi is Labour Officer of tho Calico Mills at Ahmodabad. He discusses 
in this book the recent history of labour and industrial relations, labour adminis¬ 
tration, employer-employee relationships, industrial housing, industrial wage 
structure, social insurance, labour legislation, trade unionism and personnel 
management. In a final chapter there is a very full discussion of the possibilities 
and difficulties of devising a scheme of universal profit sharing as a means to 
industrial peace. Tho book is mainly addressed to other existing or potential 
labour officers, but it is also a text-book of existing Indian labour policies.] 

Russell (R. S.). Tariff Preferences in Western Europe. London : 
Empire Economic Union, 1949. 8J". Pp. 56. 

[This book argues that economic unity in Western Europe is a necessity; 
that it must not, however, weaken the economic relations of the British Empire; 
that this can best be done by dovetailing the Empire system of preferences into a 
Western European System. This would involve the abolition or relaxation of the 
Most Favoured Nation (Uause. But the author points out that the whole concept 
of the European Recovery Programme is an infringement of the principle of 
non-discrimination. The book considers tho possibilities of modifying the 
existing pi'oferences. He takes as examples tho United Kingdom, Canada and 
Australia, Franco and pre-war Germany.] 

Sastry (N. S. R.). a Statistical Study of India’s Industrial De¬ 
velopment. Bombay : Thacker, 1947. 9^". Pp. 191. Rs. 12/8. 

[This book, which represents a Thesis approved for the Ph.D. degree of London 
University, analyses sov^on large-scale industries in India—cotton, jute, sugar, 
iron and steel, cement, coal and paper. It shows tho development of these 
industries over the period 1900-37 in terms of location, size of units, growth of 
production, productivity and labour employed. In a final section the author 
sets out his conclusions. With the exception of the jute industry, which depends 
on foreign markets and the poT^er to compete in them, these industries grew up 
imder the shelter of tariffs. The author argues that this did not, in effect, result 
in a misdirection of Indian resources. The chief difficulty of India’s industrial 
development is the shyness of capital to run industrial risks. The effect of 
protection was to divert into useful channels in industry a stream of funds which 
would otherwise have been used unproductively in acquiring hoards of precious 
metals.] 

Say ANA (V. V.). The Agrarian Problems of Madras Province, 
Madras : Business Week Press, 1949. 8". Pp. xxiv + 332. 205. 

[The author of this monograph on the Agrarian Problems of the Madras 
Province is Lecturer in Agricultural Economics in the University of Bombay. 
Dr. Sitaramayya, President of the Indieui National Congress, stresses in a fore¬ 
word, tho mutual repercussions of geographical and physical environment €md 
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national character, and these relations are in the author^s mind throughout his 
discussion of the ph3rsical resources and fertility of India, the systems of tenures 
and tenancies, of taxation, of productivity which account for the prosperity of the 
people and the efficiency of tno socio-economic system. The first two chapters 
deal with the physical and human resources of the province; the next four 
describe the land system; the land revenue, the economic effects of the Zamindari 
system and the causes and economic significance of land transfers; the remaining 
five chapters cover indebtedness and niral credit, farm tenancy, agrarian labour, 
landlord-tenant relations, agrarian reform. The book is based upon a consider¬ 
able amount of field-work and personal investigation and is a useful addition to 
the literature of Indian agricultural economics.] 

SoHACHT (H.). Account Settled. Translated by Edward Fitz¬ 
gerald. London : Weidenfeld and Nicolson, 1949. 8J". Pp. 327. 
158 . 

[To bo reviewed.] 

Secret Ballots in Trade Unions. Sydney: Fabian Society of 
N.S.W., 1949. Sir, Pp. 8. 6d. 

[Comptilsory secret ballots have become an issue in Australia. On the one hand 
it is argued that secret ballots prevent intimidation; on the other that the com¬ 
plications and formalities of secret ballots will make minor issues which could 
have been quickly settled into major disputes. The whole problem lias been 
made more difficult by the use of the open vote by ruthless Communist ministries 
to enforce the Party line; some who formerly believed that tho open vote was to 
be preferred are now more inclined to soo tho virtues of the secret ballot.] 

Smith (Henry). Introduction to the Study of Economics. 
London : Sylvan Press, 1949. 7". Pp. vi 224. 10.9. 6d. 

[To be reviewed.] 

Thomas (Ivor). The Socialist Tragedy. London: Latimer 
House, 1949. 7^". Pp. 254. 10«. 6d. 

[Reviewed in tliis issue.] 

Todd (J. A.). The Mechanism of Exchange. A handbook of 
economics (currency, banking, and trade). Sixth edition. London : 
Oxford University Press, 1949. 7|". Pp. xi + 290. lO^. 6d. 

[It is a pity that in adding a short chapter describing “ The Effects of the 
Second World War ” to bring this useful text-book up to date Professor Todd 
has included a number of tendentious statements. It does not seem helpful, for 
instance, foi* a student to read : “ Meanwhile tho forces of Lombard Street wers 
mobilizing for the fight against tho Treasury’s 2J% policy ” without any further, 
explanation (p. 249) nor of tho tendency ol “ Tho money powers ... to sabotage 
any government of the Left by destroying credit ” (p. 246). Professor Todd 
seems also to be willing to blame anything other than infiation in this country 
for our present discontents.] 

The Total View. A study of management consultancy at work. 
London : Wallace Attwood Company, 1949. 11". Pp. 16. 

[An account of the functions of the Management Consultant which draws 
chiefly on the experience of Mr. Attwood of the Wallace Attwood Company. 
It indicates, in very broad terms, the sort of weaknesses which have been revealed 
in the organisation of firms and the sort of advice which it has been possible to 
give.] 

Tbivedi (A. B.). Post-War Gujarat. An economic survey after 
World War II. Bombay: Trivedi, IChalsa College, 1949. sj". 
Pp. X + 289 + xxiv. Rs. 19~8. 

[Professor Trivedi, of IChalsa College, Bombay, who is the author of many 
books on Kathiawar and Gujarat, has made a post-war economic survey of 
Gujarat. It analyses the general economic backgroimd, the state of agriculture, 
the food and dairy industries, textiles and industries connected with textiles, 
woodwork, metal-work, leather and other industries. He finally considers the 
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problems of economic development. He stresses the urgency of dealing with 
erosion, the importance of a m*ive towards increased industrialisation, the need 
for more intensive agriculture, the opportunities for a number of small industries. 
But he sees the future development of Gujarat mainly in terms of the more 
general economic advance of India as a whole.] 

Wise (L.). Great Money Reformers. No. 1. Silvio OeselL Pp. 17. 
No. 2. Arthur Kitson. Pp. 17. No. 3. Frederick Soddy, Pp. 15. 
London : Holborn Publishing and Distributing Company, 1949. 8^". 

Is. 

[These three unattractive and badly printed pamphlets seek to give substance 
to the theories of throe men whom moat economists would class as “ currency 
cranks.” Certainly Mr. Wise tolls us something about them as people, but ho is 
not skilled enough to make their theories intelligible to a professional student of 
economics. Silvio Gosoll, indeed, comes alive, and his stamped money and 
negative rate of interest is something whose significance every student can 
appreciate. But it is much harder, with such help as Mr. Wise afeirds, to make 
head or tail of Kitson or Soddy. Both were, perhaps, before their time in 
emphasising that excessive currency restriction is capable of causing wholly 
unjustifiable unemplo 5 mient. But neither seems to get near the root of the 
question of just how freely currency should bo issued if the fire of inflation is to be 
escaped as well as the frying-pan of unemployment.] 


American. 

Andekson (M. D.). Total Business Fluctuations. Gainesville, 
Florida : Kallman Publishing Co., 1949. 9". Pp. 148. $3.75. 

[To be reviewed.] 

Beckwith (B. P.). The Economic Theory of a Socialist Economy. 
Stanford University Press (London: Geoffrey Cumberlege), 1949. 
9". Pp. viii -\- 444. 306*. 

[To bo reviewed.] 

Bright (A. A.) The Electric-Lamp Industry: technological 
change and economic development from 1800 to 1947. New York 
and London : Macmillan, 1949. 8". Pp. xxviii + 526. 37.9. 6d. 

[This monograph deals with the technological change and the economic 
development of the elec trie-lamp industry from 1800 to 1947. After tracing 
the early history, the author is primarily concerned with monopolistic control 
of the indiistry, the rise of competition after the first period of monopolisation 
and anti-trust action, the effects of the international cartel generally, and the 
effects of monopoly and patent rights on innovation.] 

Butters ( J . K.) and Neland (P. ). Effects of Taxation. Inventory 
Accounting and Policies. Boston: Graduate School of Business 
Administration, Harvard University, 1949. 8". Pp. xvii + 330. 

$3.75. 

[Tliis monograph seeks to answer such questions as the size of inventory 
profits and losses and their economic importance or unimportance, the attitude 
of business to them, the significance of different inventory methods, the relation 
of commonly used methods of ihventory valuation to different concepts of profits. 
The conclusions are that inventory profits and losses are often large. Business 
has increasingly relied on last-in-first-out accounting since it was authorised in 
1938, with huge tax-savings in some cases. The inclusion of inventory profits 
and losses in income is held to increase greatly the savings of optimism and 
pessimism. The author concludes that it would be better to encourage the con¬ 
cept of income which excludes the distorting effects of inventory profits and losses.] 

Chang (Pbi-kano). Agriculture and Industrialization. The ad¬ 
justments that take place as an agricultural country is industrialized. 
Cambridge, Mass.: Harvard University Press (London : Geoffrey 
Cumberlege), 1949. SJ". Pp. xii + 270. 218. 6d. 

[To be reviewed.] 

No. 237—^voii. LX. P 
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COBDASOO (F.)- A Junius Bibliography, with % preliminary essay 
on the political background, text and identity. New York : Burt 
l^anklin, 1949. 9". Pp. 126. $6.00. 

[The author, a collector of Juniana, acquired some years ago the private 
Junian papers of Sir David Brewster, and was led into the paths of bibliography. 
Since no satisfactory bibliography existed, he has attempted to provide one. 
But his interest began with the identity of Junius. This volume begins with a 
Preliminaiy Essay which sums up for the view that he was Laughlin Macle^e. 
The bibliography is in three parts ; general bibliographies and references; editions 
of the Letters; works and articles about Junius.] 

Cowles Commission for Research in Economics Report for Period 
January 1, 1948~-June 30, 1949. University of Chicago, 1949. 9". 
Pp. 47. 

[A report of the Besearoh Activities of the Cowles Commission during 1948 
and the hrst half of 1949.] 

Creamer (Daniel) and Creamer (Henrietta L.). Gross Product 
of Puerto Rico 1944-1946. University of Puerto Rico, 1949. 8J". 
Pp. 14. 

[This short booklet is a continuation of tho estimates of the gross expenditure 
of Puerto Rico and its composition whicli have already been noted in this Journal 
(see September 1947, p. 417, and December 1948, p. 627). Many of the figures 
for the year ending June 30, 1944, have been revised, and estimates have been 
added for 1945 and 1946, thus bringing the expenditure composition for Puerto 
Kico up to tho same year as the information available on the balance of oxtornal 
payments of that country (see this Jotirn \l, December 1948, p. 629). In addition 
to the statistical material there are brief notes on sources of data and methods 
of estimate. This booklet should bo in tho hands of all who have followed the 
interesting series of papers on different aspects of the social accoimts of Puerto 
Rico, to wliich reference has boon made above.] 

Davie (M. R.). Negroes in American Society. New York and 
London : McGraw-Hill, 1949. 9". Pp. ix + 542. 385. 6d. 

[To be reviewed.] 


Davis (Pearce). The Development of the American Glass 
Industry. Cambridge, Mass. : Harvard University Press (London : 
Geoffrey Cumberlege), 1949. 8J". Pp. xiv + 316. 325. 6d. 

[A history of the evolution of glass manufacture in the United States. It was 
one of tho early Colonial industrial enterprises, but most of tho early attempts 
resulted in failure. By 1780 the industry had almost disappea’^ed. But between 
then and 1820 the art of glass-making became permanently established in America. 
Prof. Pearce Davis describes the industry as it was in 1820 and goes on to give a 
full accoimt of its subsequent growth, tlio influence of tariffs, the introduction 
of mechanical techniques both in sheet glass and bottle making, and finally the 
evolution of the pressed- and blown-glass industries and the development of 
plate glass. There is in the view of the author “ no evidence that technological 
improvement was causally related to a long-sustained policy of tariff protection. 
Rather tlian upon tariff advantage, the advent of industrial revolution in glass- 
manufacture appears to have rested fundamentally upon the general requirements 
and pre-requisites of the evolutionary process of mechanical invention.^’] 


Dearing (C. L.) and Owen (W.). National Transportation 
Policy. Washington, D.C. : Brookings Institution, 1949. 9". P^. 
xiv + 459. $4.00. 

[To be reviewed.] 


Dorau (H. B.) and Foster (J. Rhoads). The Effects of Higher 
Income Taxes on Electric Utility Enterprises. Ridgewood^' N. J. : 
EcoStat Research, 1949. 11". Pp. 104. 

[An investigation of the effects on the financial outlook for electricity supply 
imdortakings of higher taxation of company profits. The report suggests grave 
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diflioulties of balancing income and expenditure in view of an increase of federal, 
state and local taxes from 15-2% of operating revenue in 1937 to 18-3% in 1948.] 

Elbebton Smith (R.). Customs Valuation in the United States. 
A study in tariff administration. University of Chicago Press (Cam¬ 
bridge University Press), 1949. 9". Pp. xii + 380. 42^. 

[To bo reviewed.] 

Fkanklin (B.) and Legman (G.). David Ricardo and Ricardian 
Theory. A bibliographical checklist. New York: Burt Franklin, 
1949. 9". Pp. Vi + 88. 

[The authors describe this as the first of a projected series of bibliographies 
undertaken to stimulate bibliographical research in economics and the social 
sciences. The bibliography falls into two parts : the first a list of the works of 
Ricardo, arranged chronologically; the second a list of works about Ricardo, 
Ricardiana and Ricardian theory. Neither, it would appear, can claim to be 
absolutely exhaustive, but the resultant checklist may prove a useful biblio¬ 
graphical tool.] 

Gill (F. W.) and Bates (G. L.). Airline Competition. Boston : 
Graduate School of Business Administration, Harvard University, 
1949. 8". Pp. XV + 704. $5.75. 

[A study for the Harvard Business School of the effects of competition upon 
the quality and price of air-lino service and the sclf-sufliciency of the United 
States domestic air-lines. Using, at appropriate points, the case-study method, 
the authors have sought to discovw what happened when an additional operator 
was licensed on a service. “ The findings of this study support the conclusion 
that the basically competitive air transportation system envisioned by the Civil 
Aeronautics Act of 1918 is in the public interest.” But while sometimes com¬ 
petition has improved service, sometimes it has actually resulted in worse service 
and higher fares. The authors find no support for the presumption of the Civil 
Aeronautics Board in favour of competition on any route which offers sufficient 
traffic to support competing services without unreasonable increase of total 
operating cost,] 

Hoskins (H. L.). The Atlantic Pact. Washington D.C. : Public 
Affairs Press, 1949. 9". Pp. 104. $2.50. 

[An attempt to see how the Atlantic Pact fits into American foreign-policy, 
its implications for America, the circumstances that have required it and the 
problems of its implementation.] 

Jesness (0. B.). (Ed.). Readings on Agricultural Policy. 

Philadelphia : Blakiston Company (American Farm Economic Associa¬ 
tion), 1949. 9". Pp. xi + 470. $4.75. 

[To be reviewed.] 

Kapp (K. W.) and Kapp (Lore L.). (Ed.). Readings in Economics. 
New York : Barnes and Noble, 1949. S\'\ Pp. 444. $1.50. 

[This book of Readings in Economics is divided into three parts. The first 
includes economic doctrines of a pre-capitalist ora. There are selections from 
Thomas Aquinas and Martin Luther. The second part begins with the mer¬ 
cantilists, with passages from Bodin and von Horaick. It continues with the 
classical economists, starting with Petty, Hume, Quosnay, Franklin, going on to 
Adam Smith, Malthus, Mill, Say. The historians aj*e illustrated by Comte, 
Jones and Schmoller. They are followed by socialists, from Owen to Lenin, 
by the Neo-classical writers, including Marshall, Wicksell, Schumpeter, and this 
part ends with theories of instability, illustrated by Wicksell, Mitcholl, Lemer. 
Finally, the third part includes three passages covering the economics of “ a 
post-capitalist society ”, illustrated from Russian writing and from the British 
Economic Survey of 1947. The whole volume, compressed into 440 pages, con 
give only a smell of oach writer and his views. The selection no doubt was pwtly 
dictated by circumstances and the consent of owners of copyrights. But it is 
at least open to question whether Marshall is best illustrated by his review of 
Mill’s Theory of Value, whether a volume which excludes Ricardo is really 
representative, and whether Keynes does not deserve a place in any such book.] 
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Keynes (J. M.). Two Memoirs. A Defeated Enemy and My 
Early Beliefs. New York: Augustus M. Kelley, 1949. 9". Pp. 
106. $1.75. 

[This American edition of Lord Ke 5 rne 8 ’s posthumously printed essays, reviewed 
in our last issue, is a lithographed replica of the London option.] 

Levy (B. W.). Multi-Employer Bargaining and the Anti-Trust 
Laws. Philadelphia : University of Pennsylvania Press (London : 
Geoffrey Cumberlege), 1949. 8J". Pp. 82. 125. 

[Mr. Levy is well qualified by training and experience to advise on the legality 
of multi-employer bargaining. He was trained and practised as a lawyer. He 
was acting Chairman of the Third Regional War Labor Board. Ho has mom 
recently been lecturer in Labor Relations in the University of Pennsylvania 
School of Social Work. His conclusions are that there is notliing inherently 
imlawful in such collective bargaining. Whether an industry-wide agreement 
is imlawful will depend upon various factors, such as the de^ee of economic 
control by the combination, its scope and infon’od purpose. It is possible that a 
union by negotiating identical individual agreements cmi permissibly adopt 
practices which would be illegal if they were a single multi-employer agreement. 
Any agreement which involves price-fixing, market allocation, or exclusion of 
non-conforming competitors products will, in certain cases at least, be forbidden. 
The validity of a closed-shop agreement or of restrictive practices may rest on the 
particular court’s views of what is socially or economically good.] 

McMillan (S. S.) and Galbraith (J. K.). Individual Firm 
Adjustments under OPA. A study in the dynamics of flexible pricing. 
Bloomington, Indiana : Principia Press, 1949. 9". Pp. xv + 256. 

[To be reviewed.] 

Major Problems of United Stat(‘s Foreign Policy, 1949-50. Wash¬ 
ington D.C. : Brookings Institution, 1949. 9". Pp. xv + ^^2. 
$3.00. 

[To be reviewed.] 

Mitchell (Wesley C.). Lecture Notes on Types of Economic 
Theory. 2 vols. New York: Turtle Bay Bookshop, 1949. 11". 

Pp. 261 and 300. 

[To be reviewed.] 

Mostbller (F.) and Others. The Pre-Election Polls of 1948. 
Report to the Committee on Analysis of Pre-election Polls and Fore¬ 
casts. New York: Social Science Research Council, 1949. 9". 
Pp. XX + 396. Paper $2.50. Cloth $3.00. 

[To be reviewed.] 

Moulton (H. G.). Controlling Factors in Economic Development. 
Washington D.C. ; Brooking Institution (London : Faber and Faber), 
1949. 8". Pp. xii + 397. 295. 

[Reviewed in this issue.] 

Phillips (G. L.) and Cole (A. H.). England’s Climbing-Boys. 
A history of the long struggle to abohsh child labor in chimney-sweeping. 
Harvard University: Graduate School of Business Administration, 
1949. lOJ". Pp. 61. 

[To be reviewed.] 

Planning Pamphlets. No. 69. Toward BuiJdhig a Better America, 
By F. Altschul. Washington D.C. ; National Planning Assdbiation, 
1949. 7i". Pp. 19. 35 cents. 

[The title of this pamphlet gives little clue to its contents. It starts with an 
attempt to judge the problems of European recovery and the difficulties which 
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have emerged since the Marshall Plan was first conceived. It goes on to argue 
that long-term world recovery will be achieved only in conditions in which the 
American economy is strong, prosperous and flexible. Thus the author argues 
that “ a program for building a better America has become an urgent matter. 
It will no longer do to blunder into the future; we must plan for it. And if to 
some minds the word ‘ planning * still carries a malign connotation, it should be 
noted that we have been less hesitant to plan for others than we have been to 
plan for ourselves.” Mr. Altschul makes some broad suggestions for the lines 
along which such a plan might bo developed.] 

Pribbam (K.). Conflicting Patterns of Thought. Washington 
D.C.: Public Affairs Press, 1949. 9". Pp. 176. $3.25. 

[To be reviewed.] 

Price (A. H.). The Evolution of the Zollvercin. A study of the 
ideas and institutions loading to German economic unification between 
1815 and 1833. Ann Arbor : University of Michigan Press (London : 
Geoffrey Cumberlege), 1949. 9". Pp. x + 298. 20s. 

[To bo reviewed.] 

Ruggles (R.). An Introduction to National Income and Income 
Analysis. New York and London: McGraw-Hill, 1949. 9". Pp. 
viii + 349. 22.s. 6d. 

[To bo reviewed.] 

Russell (Dean). The TVA Idea. New York : The Foundation 
for Economic Education, 1949. 9". Pp. 108. 75 cents. 

[A study of govorrtment ownership of the means of production in American 
conditions. The validity of TVA ac;counting is challenged, and particular 
stress IS put on the ignoring of the cost of interest on money invested in the 
project.] 

ScHWEiNiTZ (Dorothea de). Labor and Management in a Common 
Enterprise. Cambridge, Mass. : Harvard University Press (London : 
Geoffrey Cumberlege), 1949. 9". Pp. viii + 18G. I 65 . 

(This book deals with the war-time origins of labour-management committees 
in tlio U.S.A., tlie procedures by which they were established and under which 
they operated, and the matters which they handled. An attempt is also made 
to assess their results and the outlook for their future. Such committees corre¬ 
spond in general to the joint production committees, of wdiich so many were 
established in this country during the w^ar, and were usually separate and distinct 
from the machinery of collective bargaining. The great majority of the American 
committees, however, unlike those in Britain, do not seem to have given any 
particular attention to methods of production and questions such as those of 
improving the quality and quantity of work. Nin 0 -te>nths of them appear to 
have been more concerned with various typos of propaganda in favour of the war 
effort. The author devotes considerable attention to the extent to wdiich there 
is or can be mutuality rather tlian conflict between the interests of management 
and men, which is the fimdamentnl problem for joint consultation if it is to 
flourish on any long-term basis. The discussion of the issue of whether laboiir- 
managomont committees exercised executive and not merely advisory functions 
raises the topic of where the function of management really resides in modern 
business. The author concludes that, although final authority rests with manage¬ 
ment, there is considerable diffusion of this authority as a result of the activities 
of such committees. Perhaps the most interesting topic touched on, though 
only briefly, is the question of how the two procedures of joint consultation and 
collective bargaining can bo co-ordinated while still maintaining the advantages 
to be derived from separate discussion of the very different types of problem 
with which they deal.] 

SwEEZY (P. M.) (Ed.). £arl Marx and the Close of Us System by 
Etigen von Bohm-Bawerk, and Bohm^Bawerk's Criticism of Marx by 
Rudolf Hilferding. New York; Augustus M. Kelley, 1949. 8". 
Pp. XXX + 224. $3.50, 

[To be reviewed.] 
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Tuenbtjll (J. G.). Labor-Management Reljitions. A Research 
Planning Memorandum. New York : Social Science Research Council, 
1949. 9". Pp. viii -f 112 . $1.25. 

[A first draft for the Social Service Research Council of a plan of research 
into Labor-Management. It contains notes on methodology and suggestions 
about practicable lines of work which may interest researchers in the United 
Kingdom.] 

Ulmer (M. J.). The Economic Theo^ of Cost of Living Index 
Numbers. New York : Columbia University Press (London : Geoffrey 
Cumberlege), 1949. 9". Pp. 106. 15^. 

[To be reviewed.] 

Yanaoa (Chitoschi). Japan since Perry. New York and London: 
McGraw-Hill, 1949. 9". Pp. x + 723. 6 I 5 . 

[A full account, not primarily devoted to the economic aspects, of the 
emergence of Japan as a great power. It contains, inevitably, chapters that are 
concerned with the economic development of Japan and the new economic and 
financial policies that were associated with it.] 


South American. 

Banco do Brasil S.A. 1808-1949. Relatorio de 1948. Rio de 
Janeiro : Rodrigues, 1949. 9|". Pp. Ixxix + 378. 

[This includes a general review of the Brazilian economy during 1948.] 


French. 

FourastiI: (J.). Le Grand Espoir du XX® Siecle: progrfes 
technique, progres economique, progres social. Paris: Presses 
Universitaires de France, 1949. 9". Pp. xxiii + 222. 320 fr. 

[To be reviewed.] 

LAOOTrE-GAYBT (J.). De Platon a la Terreur. Paris : Spid, 1948. 
li”. Pp.269. 300 fr. 

[A series of short monographs whose connecting link is a discussion of the theory 
and methods of collectivist action throughout the ages. M. Jacques Lacour- 
Gayet tries hard to produce a complete theory of planning out of the “ Republic ” 
and the “ Laws ” without having to outline the CQmplete political philosophy 
of Plato. The authors seem more at homo in the actual description of collectivist 
measures. The description of the attempts to control prices in the latter stages 
of the French Revolution is an engaging piece of writing as well as of some his¬ 
torical interest.] 

Rueff (J.). fipitre aux Dirigistes. Paris: Gallimard, 1949. 
7i". Pp. 120. 180 fr. 

[As the title suggests, this is hardly a scientific work. It is a passionate 
exhortation to planners, eloquently and sincerely expressed, to reconsider their 
fundamental assertions about the benefits of economic controls. M, Rueff’s 
special self-appointed task is to extol the virtues of the price mechanism. “ You 
aver,*’ states M. Rueff, “that the necessity in a liberal regime of stimulating 
production limits the scope of fiscal methods designed to make progressive soci^Q 
policy compatible with the price mechanism. But a policy of price control, 
if one intends to implement it without recourse to the concentration camp, is 
subject by all accounts to the same limitations.” . . . “ Anyone who supports a 
genuine social policy, cannot but wish to maintain the , use of the free pricing 
system.” The material effects of planning are summed up in words which 
must sound particularly ominous, to his fellow-countrymen—“ l^conomie 

{ >lanifi4e ne connait pas bourgogno ou bordeaux, boeuf ou mouton, mais seulement 
e vin et la viande ! ” The second half of the book seeks evidence for his con¬ 
victions in events in France since the end of the war. He points to the para¬ 
doxical effects of price-fixing policy in 1947 which, while designed to cure inflation. 
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only aggravated it via black-market operations. Parts of the final passages 
where the consequences of adopting the alternative courses of action—controls 
or free pricing—^rival Mr. Harrod’s eulogy of the price mechanism in “ Are These 
Hardships Necessary ? ** On the other hand, exhortation leads too readily to 
exaggeration, and some prospective readers may doubt that the choice “ which 
you will take, and which you cannot avoid making, is one of the most important 
in your history : it will determine, for a long time, the fate of human civilisation.”] 

Siegfried (Andre). Afrique du Sud. Paris : Librairie Armand 
Colin, 1949. 158. 

[M. Siegfried follows up his earlier post-war studies of Britain, the United 
States and Latin America with some impressions of a three months* visit to 
South Africa, One can hardly describe this as a penetrating study of the problems 
interesting to the outside observer, but occasionally the telling phrase and apt 
comparison make it more than a series of journalistic communiques. There is an 
interesting comparison of the position of the Afrikaaner in the Union and the 
French Canadian. It may comfort some to think that M. Siegfried regards the 
doctrine of External Association with favour. “ Le g^nic politique anglais est 
capable . . . de rdaliaer une fois de plus le miracle de prouver que I’illogique 
peut vi^Te.’*] 

Tbaversin (G.). L’AgricultureenGrande-Bretagne. 2vols. Paris: 
Centre National d’Information ficonoraique, 1949. 9^". Pp. ix + 

252 and 224. 

[Reviewed in this issue,] 

Belgian. 

Jacquemyns (G.). Les Budgets Familiaux d’Ouvriers ct d’Em- 
ployes, 1947-1948. Brussels: Institut Universitaire d’Information 
Sociale et ficonomique, 1949. 9". Pp. 56. 

[An analysis of family budgets collected during 1947 and 1948 to answer a 
number of questions on whicli the government was anxious to have more evidence. 
Among these were the standards of life of the very poor, the amount spent in 
different ways, which forms of expenditure had increased or diminished, as 
compared with pre-war, expenditure on the black market, the efficacy of price 
controls and so on. This book presents the full results of the inquiry.] 

Jacquemyns (G.). La Maison Heureuse. Preferences des Beiges 
en mati^re d’habitation et de rapports de voisinage. Brussels : Institut 
Universitaire d’Information Sociale et ficonomique, 1949. 9". Pp. 48. 

[A survey of the preferences of Belgians for accommodation of different 
typos. The questions asked included preferences for separate houses as against 
apartments, the demand for gardens, ownership or renting, desired relations 
with neighbours and so on. The statistical results of the inquiry are set out in 
detail.] 

Jacquemyns (G.). Vacances et Congr^s Payes des Beiges. 
Brussels : Institut Universitaire d’Information Sociale et ficonoraique, 
1949. 9". Pp. 64. 

[A study by Prof. Jacquemyns of the University of Brussels of how holidays 
with pay were used in Belgium* About 58% had the means to leave home, of 
those about 57% spent their holiday in Belgiimi and 41 % wont abroad, mostly to 
France, with Switzerland as second choice. They mostly (68 %) were accompanied 
by their families. They stayed, on average somewhere about ten days, in about 
half the cases (48%) in a hotel or pension, in about one-third of the cases (31%) 
with friends or relations. They have a strong preference (78%) for holidays in 
the summer.] 

German. 

Albrecht (K.). Produktivitat als Wirtschafts- und Staats- 

g )litische Aufgabe. Tubingen: J. C. B. Mohr, 1949. 9". Pp. 40. 
M 1-60. 

[Reviewed in this issue.] 
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Bolza (H.). Was sind Zahlungsmittel ? Wurzburg : Ferdinand 
Schoningh, 1948. 8". Pp. 67. 

[To be reviewed.] 

Eichbobn (R. von). Spezialworterbuch fur Handel und Wirtschaft. 
Deutsch-Englisch. Vol. I. Stuttgart: Deutsche Verlagsanstalt, 
1949. Pp. 628. 

[This is a new and expanded edition of the Gernaan-English part of a Dictionary 
of commercial, legal and economic words, the English-German part of which was 
reviewed in the Book Notices in tho Economic Journal for June 1949. Taken 
together these two volumes make a most valuable addition to dictionaries 
of the Gorman language. The present volume is remarkably comprehensive for 
its size. It contains many terms for which there are different words in English 
and American usage, and these are duly noted with an (E) or an (A) respectively. 
For tho most part the equivalents are well and accurately chosen. The main 
criticism, though not so serious hero as in the English-German part, is that 
throughout no genders are attached to tho noims in German.] 

Uhliq (J.). Handbuch der Weltwirtschaft. Niiraberg: Nest- 
Verlag, 1949. 7^". Pp. 354. 

[This is a hand-book of useful economic information. For convenience it is 
set out in alphabetical order, but its main purpose is to provide relevant informa¬ 
tion about any given problem, partly in statistics, partly in words. One can, 
to take examples from the “ t’s,” find here the total world production of tobacco 
and the main sources of supply, the essential objectives of the Taft-Hartley Act, 
the world total of tanker-shipping tonnage, the world textile balance and the 
world production of titanium. A very useful little book.] 


Italian. 

Atti della IX Riunione, Roma 15-16 Aprile 1947. Rome : Society, 
italiana di Demografia e Statistica, 1949. 10". Pp. xvi + 391. 
1,200 1 . 

[A record of tho papers read at the (!Jonference of the Italian Demographic 
and Statistical Society held at Rome during April 1947. The papers fall into five 
groups : tliree papers on sociological problems; foiuteen papers on the results 
of statistical investigations; seven paj>ers on statistical methodology; fivq. 
papers on demographic statistics; six papers on economic statistics.] 

Einaudi (L.). Lezioni di politica sociale. Turin : Einaudi, 1949. 
10 ". Pp. xviii + 252. 

[During the Second World War, while Prof. Luigi Einaudi, the very 
distinguished economist who is now President of the Italian State, was living in 
Switzerland, he was asked to write a short account of the market economy 
to serve as a basis for instruction to be given to some thousands of Italians 
who had taken refuge in Switzerland. This account forms the first part of the 
present volume. The second part consists of lectures on certain matters of social 
policy such as social insurance, trade-unionism, profit sharing, etc., which was 
delivered in tho sj^ring of 1944 to Italian students under the auspices of the 
Universities of Geneva and Lausanne. The third part, dealing with equality 
of opportunity, would have been given in tho form of lectures in the University 
of Geneva during the winter semester of 1944, had it not been for the course 
taken by the war. The book as a whole is a model of the art of expressing in 
simple language ideas which, being fundamental, are often inherently difficult.] 

Insolera (F.). Teorioa della capitalizzazione. Turin: Einaudi, 
1949. 9J". Pp. 237. 

[A mathematical treatise on the relations between capital and incoxito. While 
the treatment is mainly from the actuarial point of view, consideration is given 
to questions of interest to the economist. Discussion of the general theory of 
capitalisation is followed by applications to banking, insurance and stock-exchange 
spwulation, including option dealing.] 
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Papi (G. U.) Prdliminaires 4 l’6tudo des plans pour I’aprfes guerre. 
Rome : Institut Internationa.! d’Agriculture, 1946. 91". Pp. xv + 
306. 

[To be reviewed.] 

Danish. 

Halpern (J. W.). New Ways for Private Enterprise. Copen¬ 
hagen : Krohns Bogtrykkeri, 1949. 9". Pp. 24. 

[Dr. Halpern sees the major problem of the present as the prevention of in¬ 
flation in a world (or at any rate a Western European world) which desperately 
needs the investment of more capital. Voluntary savings are insufficient. A 
budget surjjlus, he argues (the validity of this will certainly be questioned), 
does not e^ffectivoly withhold purchasing pow^er because it is used for public 
works. High levels ot taxation destroy incentives. What is needed, he argues, 
is a now escape. He finds it m a “ two-fold wages system ” A part of wages 
will bo paid not in money but as “capital )>locks,’’ also called “creative or 
capital income.’* These blocks can bo drawn on certain conditions only. All 
employees are to be encouraged to join study groups to develop the progressive 
genius of free enteiqirise and w'ork out now schemes of activity and efficiency. 
The “ capital blocks ’’ will be used, where necesscry and desirable, to finance 
these new activities. It is not quite clear how^ far T)r. Halpern’s solution would, 
even if acceptable, be (‘ffective. So far as it provides a form of forced-saving it 
clearly contributes to the volume of “ waiting.” lint it is not quite clear whether 
the drafts on the “ cajiital blocks ** are expected ultimately to exhaust the new 
oar-markings of part of wages. If so will there bo any net contribution to other 
demands for “ waiting ” ?] 

Zbttthen (F.). Social Sikring. Socialpolitik. Vol. II. Copen¬ 
hagen : Arnold Biisok, 1948. 10". Pp. xiv + 284. Paper Kr. 14.00, 

Bound Kr. 17.50. 

[This book on social security is the second volume of Professor Zeuthen’s 
** Social Policy ” (the first, publishi'd in 1939, being entitled “ Wages and Un¬ 
employment ”). It is concerned with the need for social action when people 
suffer a reduction in their standard of living, the remedies and actions taken in 
Denmark and other countries, other possible systems and experiences and 
theoretical analysis illuminating the working ot the different measures. It 
is therefore of a sornewliore cmcyclopiedic nature, and there is no c(>ntral analysis 
or conclusion. Jndfied, most of the sections of a few pages into which the chapters 
are divided can be read separately. As examples of section headings w<^ may 
name the following : “ Insurance versus Helaff,” “ The effectiv’eness of private 
insurance,” “ Health and medical problems,” “ The durat ion of benefit payments,” 
“ The offoct of social insurance jiremia.” The result is an extraordinarily valuable 
book whore an immonso number of topics ore discussed learnedly and with 
humanity, and where tho social and administrative aspects receive as much 
attention as tho economic.] 


Norwegian. 

Wold (K. G.). Levestandardens Gkonomi. Oslo: Johan Grundt 
Tanum, 1949. 9". Pp. 254. 

[This book is concerned with tho problem of securing a minimum standard 
of living for the whole population. After an introductory survey of the develop¬ 
ment of social policy there is a chapter on Means and Ends, whore the author 
indicates that ho will take the “ economist qua economist ** attitude. This is 
followed by a chapter, “ The standard of living in theoretical economics,’* which, 
fortunately, begins with Adam Smith and not Aristotle. A lengthy discussion 
is then given of how to got from toclinically defined needs to tho minimum income 
requirements of families of different sizes. The points where valuation must 
enter are clearly indicated, and the whole argument is illustrated by reference to 
the work of various nutrition experts, social-insurance standards and so on. 
The various measures of a standard-of-living policy are then surveyed in a two¬ 
fold classification as redistributory and discriminatory. The short final chapter 
concerns their economic effects.] 
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Swedish. 

Thitnholm (L. F.). Svenskt Kreditvasen. Stockholm: Ko- 
operativa forbundets bcMorlag, 1949. Pp. 280. 

(This excellent survey of the Swedish credit system, though fairly elementary, 
is already a standard work. It is clear, thorough and up to date. The first 
nine chapters describe successively the various banks, the provision of agri¬ 
cultural credit, mortgage finance and tlio bond market, while the last four chapters 
deal with the Kiksbahk and the supjily of money, the supply of money and 
the volume of credit, interest policy and the relationships between public finance 
and the credit market.] 


Swiss. 

Probleme der ofiTentlichen Finanzen und der Wahrung. Festgabe 
fiir Eugen Grossmann. Zurich: Polygraphischer Verlag, 1949. 
9J". Pp. xiv + 317. S. fr. 25. 

[To be reviewed.] 


Czech. 

Czechoslovakia on the Koad to Socialism. Prague : Orbis, 1949. 
8". Pp. 193. 

[“ Czechoslovakia,” the Preface declares, ” has been definitely and finally 
freed from the imperialist camp and has become one of the foremost bastions of 
true democracy and freedom.” The purpose of this book is to set forth the 
progress of CV^echoslovakia and the reforms which have been carried tlirough.] 

Schmidt (0.). Mzdovy problem. Prague: Prace, 1946. 8". 
Pp. 457. Kcs. 150. 

[This is a very useful monograph on wages. The author has approached 
the subject both from the economic and from the sociological angle and has shown 
in both fields a detailed knowledge of tho relevant literature. After discussing 
wage theories on classical linos, the author proceeds to examine the theoretical 
picture thus obtained against tho background of political conditions in a capitalist 
economy. The book suffers from the absence of footnotes relating the author’s 
comments to his sources. A further defect is the absence of an index.] 


Official. 

British. 

British Transport Commission. Report and Accounts fpr 1948. 
London : H.M. Stationery Office, 1949. 9i". Pp. vii + 424. Is, 

[To be reviewed.] 

Census of India. Paper No. 4, 1949. Age Tables—Orissa 1941 
on Y-Sample. India : Registrar General, 1949. lOJ". Pp. 20. 

India. Guide to Current Official Statistics. Vol. III. Delhi: 
Manager of Publications, 1949. 9^'. Pp. 174. 10^. 

[This volume covers the official statistics of Public Finance, Education and 
Health, the Population Census, Labour and Wages, Consumption, various 
Miscellaneous Items (including Meteorology, Police and Prisons, Elections). 
Under each head are given the main statistical series and information about 
definitions and methods of collection.] 

Report on an Enquiry into the Family Budgets of Middle Class 
Employees of the Central Government. Delhi: Manager, Govern¬ 
ment of India Publications, 1949. 13". Pp. 314. 8^. 

[This is a comparative study of family income and expenditure in different 
regions of India. The range of salaries considered was from as low as Rs. 30 a 
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month to as high as Rs. 500 a month. A sample was drawn from the several 
hundred thousand salaried en^ployees of the Central Government. Four 
quarterly budgets were obtained, covering the last quarter of 1946 and the 
first three of 1946. The total number of finally eligible budgets was just under 
6,200. The main results were as follows; total income per family varied from 
Rs. 159 in Madras to Ra. 286 in Delhi; expenditure was nowhere in reasonable 
correspondence with income; the monthly expenditure on food varied from 
Rs. 76 in Madras to Rs. 118 in the Punjab. Rents varied fmm Rs. 24 in Bombay 
to Rs. 8 in the U.P. A very large proportion of all families are in debt; the 
proportions varied from 76% in Calcutta to 37% in the Punjab.] 

Reports of the Commonwealth Economic Committee. Thirty- 
Third Report. A Review of Commonwealth Trade. London: 
H.M. Stationery Office (Commonwealth Economic Committee), 
1949. 9J". Pp. 53. Is. 6d. 

[A useful review of the scale and pattern of Commonwealth Trade prepared 
by the Commonwealth Economic Committee. In 1948 Commonwealth exports 
were 28-4% of world exports and Commonwealth imports 30-4% of world im¬ 
ports. Of the imports of the Conunonwealth 34% came in 1929 from other parts 
of the Commonweal til; this figure had risen to 41% in 1938 and stood at that 
level again in 1947. There are useful summaries of production trends, develop¬ 
ment plans, trade plans and agreements, population changes in addition to a full 
discussion of the trade problems.] 

Review of the Economic Conditions of India with special reference 
to Foreign Trade in 1948-49. Delhi: Manager of Publications, 1949. 
101". Pp. 238. 185. 

[A ronoo-ed report, issued by the Officer of the Economic Adviser to the 
Government of India, In Section 1 it provides a full statistical discussion of the 
general economic conditions of India, of the agricultural situation in regard to all 
the main crops, and of the situation in all tho main industries, followed by some 
general information about the volume of imports and exports and the balance 
of trade. Section II gives more detailed information about imports. Section III 
gives similar information about exports. Section IV analyses the directions of the 
trade. Section V discusses long-term changes in tho pattern and composition 
of imports and exports and in the balance of trade.] 

Swaroop (Satya). Census of India, Paper No. 3, 1949. Probable 
Effect of Decrease in Infantile Mortality on Future Population. 
India : Registrar General, 1949. 12". Pp. 16. 

[This report links directly with the report of the All India Census for 1941. 
The infant mortality rate has fallen from about 190 in 1920 to about 150 in 1946. 
It is estimated that the effecjts of this fall have been to add about 2-5 million to 
the population of India by 1941. A continuing decline at the same rate would 
add 5*6 million by 1951 and 10-3 million by 1961. An additional 26% fall in the 
rate, reducing it to 94 in 1961, would add about a further 2 million to the popula¬ 
tion of 1961.] 

The Economic Cooperation Administration. Report of the 
ECA-Comraerco Mission to investigate possibilities of increasing 
Western Europe’s dollar earnings. Washington D.C. : The Economic 
Cooperation Administration, 1949. 9". Pp. viii + 227. 

[To bo reviewed.] 

American. 

Hearing before the Joint Committee on the Economic Report 
Congress of the United States eighty-first congress. Washington : 
Government Printing Office, 1949. 9". Pp. 26. 

[This contains a record of the examination by the Sub-Committee on Monetary, 
Credit and Fiscal Policy of the Joint Committee on the Economic Report (of 
which Senator Paul Douglas is chairman) of the National Planning Association. 
The latter had presented two memoranda on Federal Expenditure and Revenue 
Policy for Economic Stability and Fiscal Policy in the Near Future signed by a 
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group of economists with a wide range of opinions. The signatories were Howard 
Bowen, Howa^ Ellis, Kenneth Galbraith, James Hall, Albert Hart, Clarence 
Heer, E. A. Kincaid, Simoon Loland, Paul Samuolson, Lawrence Seltzer, Arthur 
Smithies, Tipton Suavely, Christian Sonne, Jacob Viner, Donald Wallace; 
Sumner Slichter signed the first, but not the second memorandum. The memo¬ 
randa deserve careful attention. Among the problems discussed was the annual 
balancing of budgets. The first memorandum says that “to insist upon a 
balance in every single year is certainly undesirable and to attain it is probably 
impossible.” The signatories doubt whether it is possible “ to rely exclusively 
on fiscal action to offset fluctuations in jiriv^ato business,” but urge that “ certain 
automatic devices for bringing remedial forces quickly into play are in a stage 
where they deserve consideration.” As to the immt^diate future, the group 
saw no clearly discernible swing, either towards inflat/ion or unemployment, 
such as might call for a major change in tax rates or expenditures. But it argues 
that the government should be prepared to act quickly in either eventuality. 
It makes suggestions for appropriate action in either case.] 


InternationaL 

International Labour Office. 

The Development of the Co-operative Movement in Asia. Geneva : 
International Labour Office, 1949. 91"'. Pp. 84. 2s, 6d. 

[A study of recent trends in co-oporation and of the means and machinery for 
co-operative development. The report argues the case for a greater attention by 
Governments to the possibilities of co-operation, and closer relations between the 
State and the co-operative organisatioiib ] 

International Standard Classification of Occupations. Genova 
and London; International Labour Office, 1949. 9J". Pn. 139. 
35.9d. ^ 

[This report was prepared for the recent Conference of Labour Statisticians. 
After discussing the basic problems involved, it provides a proposed international 
standard classification of occupations and shows how occupational unit groups 
in the classifications of Canada, France, the United Kingdom and tho United 
States could be made to fit the international classifications.] 

Labour Problems in Greece. Geneva and London : International 
Labour Office, 1949. 9J". Pp. viii + 381. lOs. 

[This is the report of a Mission sent to Greece, at the invitation of the Govern¬ 
ment, by tlio International Labour Ofiico to study the Greek labour laws and 
moke proposals for their revision. "Jlie work of the Mission has covered em¬ 
ployment, employment planning, conditions of employment, labour inspections, 
hours of work, holidays, employment of women and young persons, and social 
insurance. There is also a full review of the trade-union situation. After dis¬ 
cussing the administrative services general conclusions aro set out and detailed 
suggestions made for improvements. Wliile the Mission recognised that 
thorough-going reform was impossible until the existing <uncrgency was ended, 
it suggested that much could bo done immcdialoly to prepare for these 
developments.] 

Methods of Family Living Studios. Geneva and London : Inter- 
national Labour Office, 1949. 9^'. Pp. 63. 25. 

[A report prepared for tho International Conforenco of Labour Statisticians. 
It covers scope and timing of studies, sampling methods, classification of receipts 
and disbursements, analysis and appraisal of results, food and dietary analy«»s 
special problems in under-dovoloped territories, and farm and other speciai 
surveys. It ends with a series of proposed resolutions covering each of these 
main issues.] 

Intbenational Monetaey Fund. 

Annual Report, April 30, 1949. Washington: International 
Monetary Fund, 1949. 9". Pp. 122. 

[Tlus annual report covers the period ond-April 1948, to end-April 1949 
After a general discussion of the international payments problem and of the 
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relative r61e of debtor and creditor countries in restoring a workable system of 
payments, there are interesting .chapters which deal with cross rates, multiple 
currency practices, exchange restrictions, convertibility, gold policy and subsidies 
to gold production, monetary reserves and the resources of the Fund.] 

United Nations. 

Demographic Yearbook, 1948. Lake Success; United Nations, 
1949. lli'\ Pp.596. 50s, 

[To be reviewed.] 

Department of Economic Affairs. International Capital Move¬ 
ments during the Inter-War Period. Lake Success : United Nations, 
1949. 9". Pp. 70. 

[To be reviewed.] 

Department of Economic Affairs. Maintenance of Full Em¬ 
ployment. Lake Success: United Nations (London: Stationery 
Office), 1949. 9". Pp. 97. 35. 9d. 

[This report is based on the replies of governments to a questionnaire sent 
out by the Economic and Social Council of the United Nations. The questionnaire 
was designed to elicit information about the full-employment policies of govern¬ 
ments, the extent to which governments were committed to such a policy, the 
technique of policy making, existing unemplojTnent and existing measures for 
eliminating it, measures—automatic or non-automatic—for preventing the 
emergence of unemployment, and probable policy in the face of a depression, 
if one developed. The latter group of questions, covering such issues as the 
intention to run a budget deficit or to handle balanco-of-paymonts difficulties by 
particular methods, obviously involve the existence or non-existence of an 
immutable policy to handle a hyi^othetical situation. These are exactly the 
sort of questions to which some governments—and particularly the British 
Government —find it virtually impossible to give a hard-and-fast answer that 
would bo ecpially valid for any alternative political party in power. The United 
Kingdom answers, wluch like those of six other nations including the United 
States, are printed m full, are at tlieir best when dealing with the current situation. 
They are, almost inevitably, least satisfactory when dealing with a hypothetical 
future in regard to issues not fully covered by the Employment Policy White 
Paper, which is treated as the exjiosition of current policy.] 

Department of Economic Affairs. Steel Division, Economic 
Commission for Europe. European Steel Trends in the Setting of the 
World Market. Geneva: United Nations (London: Stationery 
Office), 1949. 11". Pp. 148. II 5 . 

[To be reviewed.] 

Economic Commission for Europe. The European Housing 
Problem. A preliminary review. Geneva : United Nations, 1949. 
13". Pp. 71 and appendices. 

[A roneo-ed survey by the Economic Commission for Europe of the present 
state of the European housing problem. It discusses tlie general problem facing 
all countries, and particularly the raw-material shortages. It includes appendices 
describing the problems and programmes of seventeen different countries, in¬ 
cluding the United Kingdom. At the end of the war these seventeen countries 
(Germany is not included) had suffered destruction equal to about 8% of pre-war 
building wealth (the U.K. figure is estimated at 7-1% and that for France at 
7*6%). This has been reduced by about 1 6% by the end of 1947. At that date 
the equivalent of about 17% of pre-war building wealth was required to raise the 
level of housing to a reasonable minimum.] 

Mission to Haiti. Lake Success : United Nations (London : H.M. 
Stationery Office), 1949, 9". Pp. xvii + 327. 175, 6d, 

[The report of the Mission of Teclinical Assistemce sent by the United Nations 
to advise tne Government of Haiti during 1948. The report ranges over a wide 
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field of topics, including demographic and health problems, education, production, 
transport', trade, foreign investment and public finance. • It provides a very full 
and detailed account of the Haitian economy. The Mission makes a nuinber of 
detailed proposals for the raising of the standard of life. It puts the main em¬ 
phasis on rural development, but stresses that real improvement must depend on 
the possibility of fostering a spirit of self-help in the people, and the stimulation 
of co-operative ventures.] 

National and International Measures for Full Employment. Lake 
Success: United Nations (London: H.M. Stationery Office), 1949. 
9". Pp. vi + 104, 65. 

[To be reviewed.] 
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SOME PROBLEMS IN THE PURE THEORY OF 
INTERNATIONAL TRADE 

I 

Tub present article discusses certain elaborations and ajjplica- 
t ions of the now familiar and widely used presentation of the 
tlieory of comparative cost in terms of opportunity cost. It is 
largely an essay in welfare economics. I shall, however, not 
discuss tlie issue of real or labor cost vs. opportunity cost, because 
it would not serve any useful purpose. For, as Samiielson once 
said, the doctrine of opjiortunity cost, properly stated, in no 
way contradicts the so-called pain cost theory of value. In fact, 
when stated with full qualifications, the doctrine of opportunity 
cost inevitably degenerates into the conditions of general 
equilibrium.’’ ^ Tlie issue seems to me no longer a live one, and 
its discussion can therefore be appropriately relegated to a 
footnote.*-* 

^ “ Welfare Economics and International Trade,” American Economic Review^ 
Vol. 28, 1938, p. 263. 

2 Ten years later Samiielson seems to have forgotten what ho had written in 
1938. In June 1948 in the Economic Journal he said ; ** Professor Viner has 
steadfastly maintained the more general equilibrium approach of Walras, Pareto 
and Marshal] against his opponents Knight, Haberler and Robbins. And one by 
one they have either had to maintain an empirically gratuitous position (that all 
factors must bo perfectly inelastic in total supply and indifferent between different 
uses) or else have had to reformulate the opportunity cost doctrine so that it 
becomes not only a rather awkward mumbo-jumbo but loses all novelty and 
distinctiveness as well ” (p. 182). 

It could be easily shown that Bohm-Bawerk liimself had already in 1894 (see 
his article ” Der letzte Massstab des Giiterwertes ”—1894, Reprinted in Gesam- 
meite Schriften von Bdhm-Bawerk', ed. F. X. W^oiss, Vienna, 1924, especially pp. 
428 cl eeq.) extensively, though perhaps not quiU^ satisfactorily in all details, 
discussed the simplifying assumptions stated in parenthesis above whi(*h Samuel ■ 
son chooses to coll a “ gratuitous position.” These assumptions can, therefore, 
hardly bo characitorised as subsequent concessions grudgingly made ” one by 
one.” 

Viner himself admits that the opportunity-cost approach (in the narrow, 
unqualified sense) is superior to the real-cost approach ” in the case of land use ” 
where ** real costs are absent or unimportant ” (Studies^ p. 520). Ho speaks of a 
” genuine contribution ” of the opportunity-cost technique “ to the treatment of 
land-use costs.” Surely, what holds of land also holds of other factors to some 
extent even of labor (»6id„ p. 526). He insists that ” the opportunity-cost form 

No. 238— ^VOL. LX. Q 
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II 

As is usual in such discussions, I shall use a two-country, 
two-commodity approach. One country may stand for the rest 
of the world, and the external terms of trade wiU be assumed to be 
given. This does not mean that what will be said applies only to 
a country of so negligible a. size in the world economy that it 
literally cannot by its action influence its terms of trade. It only 
means that the country is supposed to act competitively and that 
the possibilities of monopolistic doctoring of the terms of trade 
and oligopolistic or bilateralistic complications will not be dis¬ 
cussed in the present paper. Dynamic aspects will also be ignored. 

Let us now start with the familiar diagram (Fig. 1) showing a 
production opportunity curve AB, which represents the maximum 
combinations of A and B that can be produced. The curve is 
drawn under the assumption of constant (inelastic) supplj^ of 
factors of production and of perfect competition in the factor and 
product markets.^ The curve is drawn concave towards the origin 
signifying increasing opportunity cost of A in B and of i? in A. 
Assume that in the absence of trade production takes place at 
point P, output (national income) being Oa of A and Ob of B, The 
tangent to the curve at P has then a double meaning : Its slope 

of the income approach has no obvious advantage as compared to an outright 
income approach ** (ihid,^ p. 520). 

Now I never regarded the opportunity-cost theory as anything but an “ out¬ 
right ” income approach, in fact nothing but a somewhat simplified general 
equilibrium approach; and it docs not require excessive generosity and tortuous 
interpretations to see that this is also the attitude of the other (including the 
original) jjropoundors of the theory. Ia orj body seems to be agreed, in principle, 
on which factors have to be taken into consideration as determinants of income 
or, better, of economic welfare. But not licing sufficiently skilful mathematicians, 
most of us resort to simplifications and allow for factors from which we abstract 
in our simplified models by means of somewhat vague verbal qualifications. 
Without pursuing this matter farther, I would still say that the simplifications 
made in the (unqualified) opportunity-cost apjiroach are empirically much less 
absurd than those resorted to by any roal-cosi or pain-cost doctrine, the oppor- 
iunity-cost approach is more fertile, because it can bo readily oxiendod into a 
genoral equilibrium system. It is therefore not surprising that the opportunity- 
<‘ 08 t approach has gained more and more popularity, and that it is used even by 
those who, in principle, attack it. (Se*e. c.c/., Samiielson in the very article from 
which the passage cited above is taken, and 8tolpor and Samuolson, “ Prote<‘tion 
and Keal Wages,” Review of Economic Statistics^ 1941.) 

^ The assumption of inelastic factor supply is mode for convenience, but is 
strictly speaking not necessary. How the production-opportunity curve is 
to be derived from the production functions of tho two commodities is shown in 
W. F. Stolper and P. A. Samuelson, “Protection and Beal Wages,” Review of 
Economic Statistics, 1941, reprinted in Readings in the Theory of International 
Trade, Philadelphia, 1949. Stolper and Samuolson, too, assume inelastic factor 
supply. If they did not, they would need two additional dimensions, and their 
box diagrams would not work. 
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indicates (1) the exchange ratio between A and jB, one unit of A 
being exchanged for two' units of B (this is, of course, the re¬ 
ciprocal of the money price ratio and of the ratio of marginal 
money cost of A and B) and (2) the marginal transformation ratio : 
for one unit of A that is given up, two units of B can be produced. 



It is very important to keep these two meanings apart, for only 
under special conditions will the two ratios be identical. These 
conditions are, roughly speaking, competition, indifference of 
factors with respect to the industry in which thej^ are employed, 
and absence of external economies and diseconomies. If any one 
of these two conditions is not fulfilled, the exchange ratio (price 
ratio) and transformation ratio will diverge from one another and, 
as we shall see presently, very imi>ortant welfare consequences 
flow from this divergence. 

Assume now that trade is opened and the international-trade 
ratio is given by the slope of line P'jT. That is to say, abroad one 
B buys about two As, while at home one B can be exchanged for 
only half an A. Our country will therefore specialise in B. 
Commodity A, which is cheap abroad, will be imported, while JB, 
which is cheap at home, will be exported. Tlie production point 
will travel from P to P\ where the marginal transformation ratio 
is equal to the new exchange ratio, and by trade the country will 
then move to, say, P, exporting P'C of B in exchange for CT of A. 

How is the precise location of T on the line TP' determined ? 
For our purposes it will be sufficient to answer : by demand 
conditions. Some writers prefer to say that the location of T is 
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determined by the point of tangency of the trade line with an 
indifference curve. It must not be forgotten, however, that a 
shift in production will usually be accompanied by a redistribution 
of income. This precludes the uncritical application of community 
indifference curves, either as an explanatory device (we cannot 
say “ the community ” will choose the most preferred point on the 
trade line, because “ the community ’’ does not do any choosing 
(except in a centrally planned economy) or as a criterion of 
welfare (we cannot simply say any point T on the trade line is 

better ” than P, on the ground that it obviously lies on a higher 
indifference curve). Things are not as simple as that. But we 
shall not pursue this matter any further, and the reader w^ho 
wishes to think in terms of indifference curves may do so for the 
purposes of the present paper.^ 

But that point T is “ superior/’ i.e., represents larger national 
income ” or “ economic welfare ” than point P, can be established 
without making use of indifference curves. If T is above and to 
the right of P, a larger quantity of A and B is available after trade 
than before, and it is natural to call this a superior position. If 
T were, as it may well be, above P but to the left of it, say at T\ 
there would bo consumed after trade more of A but less of P. In 
what sense, then, can be said to be a better ” position than 
P ? I reject the anthropomorpliie argument to the effect that the 
society could have chosen P, which is superior to P, and since it 
actually chose T\ this, a fortiori, must be better than P, This 
argument is unsatisfactory, at least for an individualistically 
organised economy. In such an economy what is to be regarded 
as a better position, a larger national income or superior welfare 
position must be defined in terms of individual incomes or welfare 
positions. Modern welfare economics has, however, shown that 
in the following sense the situation after trade can be said to be 
better than before : if income were appropriately redistributed, 
every individual could be made })etter off than before.^ It is not 
necessary that income will actually be redistributed so that 
everybody will in fact be better off*; there will practically always 
be some individuals who are worse off than before. But it is 

^ T. do Scitovszky, in his article “ A Roconaidrration of tho Theory of Tariffs 
{lieview of Economic Studies, 1942, reprinted in Readings in the Theory of Inter• 
national Trade) has made the only serious attt'inpi, ns far as I know, at constructing 
community indifference curves, taking into account changes in the income distri¬ 
bution. His solution of the problem is, liowever, not entirely satisfactory in my 
opinion. 

* See especially Samuelson’s formulation in “ Tho Gains from International 
Trade {Canadian Journal of Economics and Political Science, 1939, reprinted in 
Readings in the Theory of IrUernational Trade), 
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suflScient that everybody could be better ofiF. That is the definition 
of what is meant by saying that one situation is better and 
constitutes a larger national income than another.^ 

Ill 

What we have stated above is an ideal case which underlies 
much of the free-trade reasoning. Everybody knows, of course, 
that it is an idealised case which is never completely realised in 
actual practice. There are many types of frictions and deviations 
from the ideal conditions caused by monopolistic and oligopolistic 
imperfections of the market, external economies and diseconomies, 
price and wage rigidities, lack of information, irreversibilities of 
the various curves involved, etc. Each of these conditions may 
operate in such a way as to make certain deviations from the free- 
trade policy rational on purely economic grounds.^ But these 
imperfections may just as well be such as to strengthen the 
economic case for free trade. A mere enumeration of possible 
imperfections and deviations from the ideal case does not prove 
more than the possibility that certain controls might be beneficial 
(provided of course that they are efficiently administered—wliich 
amounts to assuming quite a lot). On this practically all econo¬ 
mists agree. In order to prove that the restriction of international 
trade (rather than the opposite) is justified, it is necessary to show 
tliat these imperfections are persistent (in other words that there 
is not even a tendency for the ideal situation to w^ork itself out) 
and that they })ersistently operate in such a direction as to 
weaken (rather than to strengthen) the case for free trade.® 

I shall now illustrate this by discussing with the aid of our 

^ It should be clearly realised that such a statement necessarily implies a 
value judgment on the part of the scientist, and in that sense is not entirely ob¬ 
jective. But it seems to me that the formula in the text expresses clearly what 
we have in mind, when we say that trade (under certain assumptions) or something 
else, say technological advance (again imder certain assumptions) increases 
national income and economic welfare. There are, of course, other alternative or 
supplementary valuations possil^le : for example, certain value postulates with 
respect to inequality of income distribution could be introduced. Moreover, it 
may be questioned whether a situation in which more goods are available for 
everybody is under all circumstances to be regarded as a bettor situation. But 
wo need not go into these questions in the present paper. 

* The above list is not meant to be a complete catalogue of cases in which a 
certain amount of control can be justified. For example, protection for the pur¬ 
pose of improving the terms or for changing the income distribution will not be 
discussed in the present paper. 

• Thomas Balogh does not betray any awareness of the complexity of these 
issues, and seems to believe that he has proved something by a loose and inexact 
enumeration of possible deviations from the competitive ideal. The Concept of 
a Dollar Shortage,** The Manchester School^ May 1949, p. 188. 
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diagrammatic apparatus a few cases of real and imaginary devia¬ 
tions from the ideal type. 

It is often said that perfect mobility of factors within each 
country is a necessary condition for the ideal classical model. The 
old classical assumption of international immobility vs, national 
mobility of labor ^ is undoubtedly responsible for this miscon- 
ception.2 It can be easily shown, however, that what really 
causes trouble and may make trade detrimental and justify 
protection is rigidity of factor prices, which may or may not be 
associated with immobility of factors. 

If perfect mobility of factors between industries were required, 
the theory of comparative cost would indeed be useless. For it is 
obvious that land and other natural resources as well as man¬ 
made factors of production, such as fixed capital, are in fact 
immobile locally and occupationally. So is labor to a large degree, 
at least in the short run. In order to bring the basic principles 
out quite clearly, let us make the extreme assumption that there 
is no factor mobility whatsoever. (This assumption is, of course, 
even more unrealistic than the opposite extreme of perfect mobility. 
In any real economy there is a large amount of mobility, even if 
labor is occupationally almost entirely immobile, through the 
possibility of redirecting intermediate goods such as iron and steel 
and other materials and fuels, certain tjq)es of machinery, trans¬ 
portation services, etc., from one industry to the other.) 

Under this highly unrealistic assumption the production 
opportunity or transformation curve shrinks to the broken line, 
aPd ® (Fig. 1). If all factors are in inelastic supply (implying that 
their prices are perfectly flexible), production will take place at 
point P, Assume that before trade the exchange ratio between 
A and B is the same as before, i,e,, is given by the slope of the 
straight line drawn through P. (It is true we cannot now say that 
it is equal to the marginal rate of transformation, because there is 
none if there is a kink at P, But we need not discuss here how the 
exchange rate is determined. If we permit ourselves the use of 
community indifference curves, wo would say that the slope of the 

1 Ohlin makes the same assumption as the early classical writers for his 
“ region.” His inter-regional trade is the same as classical international trade, 
for regions are characterised by internal-factor mobility. See his Interregional 
and International Trade, 

* See, e.jgr., Thomas Balogh, op, cit. This paper is a convenient and inexhaust¬ 
ible store of fallacies and misconceptions in this field. He says ” there must be 
free internal mobility of factors ” (p. 18S). 

* It could be objected that in this case there is, by assumption, no trans¬ 
formation possible. This is quite true; still it is useful to regard the broken line, 
aPb, as a degenerate transformation curve. 
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indifiference curve going through P determines the exchange ratio 
between A and B,) 

Now assume foreign trade is opened at the rate shown by the 
trade line TP\ The production point will stay where it was, but 
the country will import a certain amount of A in exchange for B 
and move to, say, 

T" is cert/ainly inferior to T or T\ and its superiority over P 
is not so obvious as that of T. Still it can be shown that with 
trade the country is better off than without in exactly the same 
sense as in the case of T' : By redistributing income it would be 
possible to make everybody better off, although in fact the A- 
producers will be worse off and the P-producers better off than 
before.^ 

Now let us introduce in addition to immobility of the factors 
complete rigidity of factor prices, ^-producers are, say, organised 
and their union does not permit any reduction of their members’ 
real wage in the face of falling demand and a lower price of A. 
In that case, production of A will fall, and some (or all) A- 
producers will become unemployed. Production will fall to, say, 
P"', and the trading point may bo T'", which is clearly inferior 
to P. Conversely, if by a tariff or some other protective device 
the status quo ante is restored, the result is a definite improvement. 
Protection thus may become highly beneficial.^ 

A number of questions remain to be answered. First, how is 
point P'" determined ? Why is it not higher up or lower down ? 
We may say that the extent to which production will fall depends 
on the shape of the marginal-cost curve. Production will fall to 
that point w'here marginal cost has fallen to the price level at wdiich 
A is being imported. If the production function is homogeneous 
and all factor prices are rigid, constant costs will prevail and 
production of A will cease altogether. We need not, liow^ever, 
make such extreme assumptions. If the production function is 
not homogeneous or if some factor prices are not rigid (the price 
of land and of fixed capital equipment are likely to fall, in other 

^ The redistribution of incoino will, naturally, bo murh more drastic than 
in the case of mobility of factors. In fact, it may socially be intolerable. 

On the other hand, it is perhaps worth pointing out that the distributional 
aspect may be absent: Suppose A and B are in joint supply (although without 
any possibility of changing their proportion). Then it would be impossible to 
distinguish between A and iJ-producers. 

In terms of indifference curves, it is clear that is superior to P. 

* If we make, however, the by no means unreasonable assumption that in 
the meantime wages of the P-producers have become rigid at the new real wage- 
level, a tarifl will not carry us back from T'" to P. While production of A will 
expand, production of B will shrink, and we shall arrive at a point to the left 
and probably below P. 
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words, these factors are likely to be in inelastic demand—^barring 
dynamic complications, e.g., expectations that the price change 
will not last) or if ineflScient workers will be dismissed first or if 
efficiency all around goes up, as is likely to be the case when 
unemployment rises—^in all these cases marginal cost will fall 
when output is reduced, and P" will not move all the way 
down. 

A second question is whether T"' is necessarily inferior to P. 
The answer is no, not necessarily, not even if production of A 
ceases altogether. Suppose that the international terms of trade 
are extremely favorable, that is to say, that the trade line is very 
steep, for example, bT" (not drawn in the diagram). Then it 
would be possible to reach T" or a still more favorable point 
beyond T" on the line bT". This is really obvious : If any com¬ 
modity can be obtained from abroad almost without cost, it 
would be better to discontinue production altogether, even though 
it involves a lot of unemployment.^ 

What we have proved is tlie ■possibility of an unfavorable 
outcome, not its necessity. Tliis possibility is, naturally, the 
greater the lower the production point (i.e., the greater unem¬ 
ployment) and the less favorable (i.e., the less steep) the trade 
line. 

A third question concerns the implied change from the assump¬ 
tion of inelastic to that of perfectly clastic factor supply. For 
absolute rigidity of factor prices is equivalent to perfect elasticity 
of factor supply, while previously we assumed (for simplicity) 
inelastic factor supply. 

Two kinds of supply curves of labor must be carefully distin¬ 
guished : (a) The supply curve of the individual worker reflecting 
his subjective preferences for work (or income) as against leisure, 
and the market supply obtained by adding all individual supply 
curves; (6) the market supply curv^e as determined by union 
policy (or minimum-wage legislation or some other collective 
regulation). I suggest that failure to distinguish between these 
two meanings of labor supply has confused the discussion about 
voluntary vs. involuntary unemployment. What is really meant 
by involuntary unemployment is an excess of supply in sense (o) 
over actual demand, more people wishing to work at the current 

* Of course, under the extreme assumption made with respect to complete 
factor immobility, it would be still better to lot production of A continue and to 
import additional amounts. But that would require cither flexibility of wage- 
rates of A-workers or an arrangement by which some of the gn-inQ by 

B-producers through cheap imports of A can bo transferred to the A-produoers so 
as to maintain their real wage. 
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wage than can be employed. This is quite compatible with 
supply in sense (6) being equal to demand.^ 

There would be complications from the point of view of the 
welfare interpretation, if contrary to our assumption the supply 
curve in the sense (a), i.c., the subjective, individual supply 
curve of labor, were not* inelastic. Although it is impossibly 
unrealistic, let us assume that labor supply in that sense is 
entirely elastic. (Assume, for example, that people have income 
from other sources and don’t care for work below a certain wage- 
level.) In that case the resulting unemployment would have to 
be called voluntary. Point T'" need then not be called inferior 
to P. If namely, economic welfare is then defined not only in 
terms of products A and i/, but also interpreted to make allow¬ 
ance for '‘irksomeness” of labor, the rediiclion in commodity 
supply imj)lied b}^ T'" as compared with P w^ould be offset by 
more leisure,^ 

IV 

We have proved for the extreme case of factor immobility and 
factor-price rigidity tliat trade may be very detrimental. It 
should be observed that no adverse multi])Iier effects depending 
upon a temporary excess of imports over exports are involved. 
The balance of pajrnents is in equilibrium all the time. The 

* Wo may put tho distinction in the following way : from the point of view of 
the preforenco of tho individual workers, that is to say, from tho welfare standpoint, 
uneinploymont is involuntary; but from tho point of view of tho union it is vohm- 
tary, becauso tho imion voluntarily withholds labor supply at a lower wage. This 
does, however, not necessarily mean that tho unions act against the wisVi of their 
members, not even of their unemployed members. 

T think that our construetion is m aeconl with, in fur-t gives life to, Prof. T. 
JTaavelmo’s forbiddingly abstract sehome : “ Tht* Notion of Involuntary 

Koonomic Iloeisions ” {Kconometrica, Vol. 18, No. 1, January 19.50, pp. 1 ft w< 7 .). 
Haavolmo is troubled, as any theorist who valueis pn^ ision and clarity may well 
be, by tho problem of how to interpret and to reconcile M ith accepted theoretical 
notions the concept of “ involuntary " decisions and “ involuntary " unemploy¬ 
ment. He reaches the sensible conclusion tliat tlio concept of involuntary 
decisions is related to the comparison of alternative economic systems, and not 
to the decisions within a given system ” {loc. p. 2). 

Applied to our case we would have to sa\, that in a system not characterised 
by wage rigidities employment would be largest, and the diflcronce in the amount 
of unemployment between the two systems is involuntary unemployment.” 

* It is a terminological question w’hether in this case wo should distinguish 
between national income and economic welfare, the former being defined in 
terms of products only, while the latter makes also allowance for disutility of 
labor and similar factors. It may be also observed that tho case takes on another 
complexion, if labor supply becomes very elastic {as is likely to be tho case) at 
a very low wage-level. It then would sound rather artificial, if not callous, to 
say that those workers who do not care for w^ork at a very low wage “ don’t care ” 
for work and prefer leisure.’* But we cannot pursue this matter at this point. 
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detrimental eiHfect of trade, the failure to reach an optimum, is 
entirely due to the fact that a static optimum condition is not 
fulfilled : the equality between the price ratio and the marginal 
substitution ratio is not preserved.^ The exchange ratio (reci¬ 
procal of money-price ratio) is given by the slope of 
while the ratio of marginal transformation is given by the slope 
of Pb (as was explained above, aPb can be regarded as a degenerate 
transformation curve). Thus, because the price mechanism does 
not function properly, the price line cuts the transformation curve 
instead of being tangential to it.^ 



It will be instructive to apply now the argument to a less 
extreme case in which only some, not all, factors are immobile 
and only some factor prices are rigid. 

In Fig. 2, we compare three cases, T, T' and T'". We have 
two transformation curves. The outer one APB is drawn under 
the assumption that most factors can be shifted and that the price 
system functions competitively. It thus portrays the “ ideal 
case. If P is the situation before trade, the country moves by 
production from P to p, and from there by trade to T. 

Now let us start from the same initial position P, but assume 
that a number of factors are immobile. The reason for the im- 

^ This is an optimum condition, because we assumed, for simplicity, the 
terms of trade as given. If that assumption were dropped we would have to 
substitute for the international price ratio what might be called the ** marginal 
terms of trade.** 

* We may also say the ratio of private marginal cost, which determines, and 
is equal to, the price ratio (since the commodity markets are assumed to be 
competitive), does not reflect the social ratio of marginal substitution* 
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mobility may be technological or unwillingness to move. Then 
we get a more sharply curved transformation line, aPb, inside 
APB, This curve might well be regarded as a short-run curve, 
inasmuch as in the short run factor mobility is in all probability 
much less than in the long run. We assume, however, that factor 
prices are still in inelastic supply, and that competition prevails, 
all prices including wages being perfectly flexible. 

This case is then, in principle, no different from the preceding 
one. The country will move by production from P to p', and from 
there to P' by trade. P' is inferior to P, but superior to P. The 
inferiority of P' compared with P is due to the fact that owing to 
the reduced mobility of factors or, in other words, due to the lower 
adaptability of production, the output of B cannot be expanded 
so much as previously when the output of A is reduced. It 
should be also observed that when the production of A contracts, 
it is quite likely that certain factons of production will become 
idle; but only after their prices (imputed value) have fallen to 
zero. Suppose A is wheat growing, then marginal pieces of land 
will be abandoned. (On the other hand, in the B industry extra 
marginal factors may be drawn into employment.) The existence 
of unused free goods, extra marginal land, machinery, buildings, 
mineral deposits or even labor does, however, not constitute 
unemployment, although its emergence may constitute extreme 
hardship for the owners of the factors which have become worth¬ 
less. The hardship is, of course, especially conspicuous in the case 
of labor, but is not necessarily confined to it. In the case of labor 
there is the further complication that its supply is surely not 
inelastic at low wages. Therefore labor will become unemployed 
long before its price has fallen to zero. But we come to this point 
presently. 

The third case is distinguished from the second by the fact that 
in addition to immobility we assume price rigidity for some 
factors. We ought, then, to draw a third transformation curve 
more sharply curved than, and inside, the second one. But for 
simplicity I use the curve aPb again. It, thus, illustrates two 
alternative cases. 

If the price mechanism does not work competitively, if certain 
factors used in the production of A cannot shift to industry B and 
refuse to accept a price cut, but choose to become unemployed, 
the price line wfll cease to be tangent to the transformation curve. 
The country will move by production from P to (say) p'", and by 
trade from p" to, say, y. 

is inferior to P, and trade is therefore detrimental. What 
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was said in the preceding section concerning the precise location 
of p" and the possibility of T'" being superior to P applies also to 
the present case. 

Why the two cases (the case of mere immobility and the case 
of price rigidity) lead to different results can be explained as 
foDows. In the “ ideal ’’ case we have the following equilibrium 
conditions : the money prices of A and of B are equal to their 
respective marginal cost. Each factor is remunerated according 
to its marginal productivity, and all factors that are willing and 
able to move receive the same remuneration in both industries. 

Now suppose that output of A is reduced by one unit. A 
marginal cost’s worth of factors is thereby set free. But these 
factors produce the same value in industry P. It follows that the 
price ratio is equal to the marginal rate of transformation.^ No 
factor released from industry A becomes unemployed unless its 
price has fallen to zero, i.e., unless its marginal productivity has 
vanished. Hence the existence or emergence of unutilised extra¬ 
marginal factors does not affect the equality of the price and 
substitution ratio. 

In the other case where some factor prices are rigid, factors 
become unemployed before their price has fallen to zero. Hence, 
when the production of A is curtailed by one unit,.the production 
of B is expanded by less than ttie corresponding value because 
some of the factors go into unemployment rather than into employ¬ 
ment in B. Therefore, the price ratio is not equal to the marginal 
rate of transformation. Expressed differently, the ratio of 
private marginal cost of A and B does not reflect the social ratio 
of marginal substitution, or, shorter, private and social cost 
deviate from one another.^ 

^ This is, of course, true only if, as we assumod, the wage of those factors 
which can move is the same in both industries. Sujipose factors can move freely, 
but that there exists a definite wage differential, wage-rates in one industry being, 
say, 20% higher than in the other; then the price ratio would not be equal to the 
marginal ratio of substitution. This is true whatever the cause for tho existence 
of the wage differential. The welfare implications are, however, different accord¬ 
ing as to whether the wage differential is based : (o) on preferences of the workers 
(e.gr., the one type of work being more disagreeable than the other) or (6) on an 
arbitrary regulation. (See Viner’s critique of Mihail Manoilesco’s “ The Theory 
of Protection and International Trade ” in Journal of Political Economy, 1932, 
p. 1^1, and my Theory of International Trade, p. 197. This cose could be analysed 
with the help of our diagrammatic apiiaratus. In fact Fig. 3 below could be 
used without any change to portray this case. 

* In Pigou’s terminology: Private and social marginal net product do not 
coincide. 

The reader should remember that we have assumed inelastic supply of labor 
as far as the individual workers are concerned (as distinguished from the market 
supply as determined by collective action). This implies that our welfare scheme 
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We have established the possibility (though not necessity) of 
detrimental effects of trade in case of rigid prices and of beneficial 
effects of protection in the case of unemployment. It should be 
remembered that unfavorable multiplier reactions are excluded 
and changes on the income distribution ignored. 

How important is the case here analysed ? Is it a theoretical 
curiosum or a matter of practical impoitance ? 

It is dangerous to jump from such an abstract model to 
practical application, and there is room in an article not even for 
a sketch of how to fill the gap. Still I venture to say that, at 
least in the short run, it is a matter of serious practical concern. 
However, even in the short run certain qualifications would have 
to be made, protection would not be more than a pis aller and 
rational policj^ should not be concerned entirely with short-term 
considerations. But we cannot pursue these thoughts any farther 
at this point. 


V 

In this section two other cases will be briefly analysed which 
give rise to a deviation of price ratio from the marginal rate 
of transformation. Unemployment is not involved in either 
case. 

The first case is the much-discussed case of external economies 
or diseconomies.^ It is usually thought to be connected with the 


inc*ludos only altoriuitivo product coat and ignores other elements, c.j/., possible 
diilon^nces in the “ irksomeness of labor ” in the tw o lines of employment. In 
other words, oconomic welfare (national income) is defined in terms of products 
A and li only. We could, of course, introduce in addition to that disutility of 
labor. If tlie rigidity of factor prices, i.r., elasticity of factor supply, w'ere duo 
to individual preference rather than to collective regulation, that is to say, if 
individuals preferred to go idle rather than to work below a certain wage, case 3 
{T") would not involve a welfare loss as compared w'ith case 2 (T')^ because the 
loss in terms of product would bo voluntary : a certain amount of product would 
be voluntarily foregone in exchange either for more leisure or in order to avoid 
8 ubjocti\n 0 or material cost of working. 

To avoid misimdorstanding, it should be emphasised that this construction 
does not neglect or minimise thd hardship imposed on the owners of the factors 
whose income has fallen. These hardships may be severe, they may be socially 
intolerable. Compare what was said above concerning the neglect of income 
redistribution in the global welfare calculation. It is, of coiirse, always possible 
to introduce additional value postulates concerning income distribution, 

^ The literature is fairly voluminous. See especially the famous controversy 
between F. P. Graham and F. H. Knight. Graham, Some Aspects of Protection 
Further Considered ” {Quarterly Journal of Economics^ Vol. 37,1923, p. 199 et aeq ,); 
ICnight, “ Some Fallacies in the Interpretation of Social Cost *’ (ibid,, Vol. 38, 
1924, p. 582; Reply and Rejoinder, ibid,, Vol. 39). J. Viner has on illuminating 
review of the whole issue in his Studies (pp. 475-81). J. Tinbergen, International 
Economic Co-operation (Amsterdam-New York, 1945) devotes Appendix I, 
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case of decreasing cost. Decreasing cost may be due to external 
economies. The assumption of external economies is, then, a 
way of making decreasing cost compatible with competition. 

External economies (or diseconomies for that matter) need, 
however, not be associated with decreasing cost. Social as well 
as private costs may be increasing, and the underlying situation 
may therefore be quite stable and still there may be a deviation 
between social and private cost due to external economies or dis¬ 
economies, i.e., due to certain cost-raising or cost-reducing factors 
which would come into play if one industry expanded and the 
other contracted—^factors which for some reason or other are not, 
or not sufficiently, allowed for in private cost calculations. 



This situation is depicted in Fig. 3. Production initially 
takes place at P. The true, social ratio of transformation is given 
by the slope of the transformation curve (line I). The inter¬ 
national exchange ratio (again for simplicity assumed to be fixed) 
is given by the slope of line 11. Commodity A being cheaper 
abroad ought to be imported in exchange for P. The country 
should move to p by production, and thence to (say) T by trade. 

But now we assume that the ratio of private marginal cost of 
A and B and hence the domestic price ratio does not correspond 
to the true social-transformation ratio. Suppose it is given by 

“Professor Graham’s Case for Protection” (pp. 182-99) to a penetrating dia¬ 
grammatic analysis of the subject. 

On the broader issues about external and internal economies, private m. 
social cost, the locus clussicus is still Marshall’s PriTiciplBS and Industvy a/nd Ptads 
and Pigou’s Economics of Welfare, 
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the slope of line III. The exchange ratio overvalues B and under¬ 
values A. This is due to external economies which could be 
realised and would lower the cost of production of J5, if the B 
industry were expanded. These economies are, however, not 
recognised by B producers or for some other reasons fail to induce 
them to expand production.^ 

If the discrepancy between private and social cost is as large 
as assumed in Fig. 3, the country will show a comparative price 
advantage in the ‘‘ wrong ” commodity. According to line III, 
B is cheaper abroad. Hence B will be imported and A exported. 
The production point will move to the left, to say p', where the 
ratio of jjrivate marginal cost (slope of line IV) becomes equal to 
the international price ratio (slope of line II). p'o' of A is exported 
and o'T' imported. The new trading jjoint, T\ is inferior to P. 
This is, I believe, a correct representation of what Graham really 
meant.2* ^ 

It is one thing, however, and an easy one at that, to point 
out the possible consequences of a divergence of private and social 
cost and to cite instances in which such a divergence is likely to 
arise. It is an entirelj’^ diiHFerent and infinitely more difficult task 
first to demonstrate that such discrepancies do in fact occur fre¬ 
quently, i)ersistontly and on a large scale and to indicate con¬ 
cretely how tliese cases can be recognised and evaluated. 

Most economists who have given serious thought to these 
problems have reached the conclusion that roughly, and as a rule, 
the ratios of private money costs do reflect the true social real cost 

* Tlioro is not enough space hero for a thorougli discussion of why this may 
be so. But let mo say that it would bo gratuitous simply to assume ignorance. 
The reason may bo that investments would have to be made the fruits of which 
cannot be appropriated by private individuals {e.g., investment in the skill of the 
working population). On that point the literature mentioned above should be 
consulted. 

It may be also noted, in parenthesis, that the existence of external economies 
involves a inisallocation of rosourc'es in the absence of international trade. P 
would not be the optimum point. If I may bo allowed to use briefly and inexactly 
community indiffc^ronce curves, this could be demonstrated by pointing out that 
P is determined by the condition that an indifference line be tangent to line III, 
while the optimum point would be located at that point where an indifference 
curve is tangent to the transformation curve, that is somewhere to the right of P. 

* If the discrepancy between the social and the private cost ratio is less ex¬ 
treme, i.e.f if lino III is steeper than line I, but loss steep than line II, the country 
would specialise in the “right” direction but not sufficiently. It would after 
trade be bettor off than before, but it would not reach the optimum point T. In 
that case an export or imports subsidy (rather than a tariff) would be indicated. 

* It is not, however, a literal rendering of what Graham said. Such a literal 
interpretation is not attempted. It presents considerable difficulties, because 
Graham waa not too clear and seems to have changed his position in the course of 
the controversy. Cf. the literature quoted above, especially Viner and Tinbergen. 
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ratios. Practically all economists recognise that there are 
exceptions to the rule, but they would insist that the burden of 
proof is on those who maintain that the exceptions are numerous, 
persistent, large, and, last but not least, practically recognisable 
and calculable.^ 

The theory of external economies is related to the reasoning 
underlying the infant-industry argument for protection, but the 
two are not identical.* The essence of the latter can, I think, bo 
described with the help of our diagrammatic apparatus, as shown 
in Fig. 4. We start this time with a situation where trade takes 
place, the production point being P, the trading point T. Suppose 
now that by means of an import tariff on Ay production is shifted 
from P to P' and the new trading point is at The new 

1 AVe may again turn to Dr. Balogh’s convenient stores of all sorts of confusions 
to find an exception which proves tho rule. He says : “ It is wholly illicit to 
assume that money prices are proportionate to long rnn social real costs. Wo 
know that private money costs are not proportionate to social leal costs, and 
neither are prices proportionate to private money costs’* {loc, cit., pp. 189 and 
190. Italics in original). Dr. Balogh is, of course, unable to give any proof; 
he just asserts and states impressions. I would not blame him for that, because 
such a statement as his could, in the nature of the case, not be proved within the 
frame of a few articles. But ho accuses mo of “ invoicing high authorities 
instead of proving ” my contention that there is a rough corresporidenoo between 
relative prices and real social cost. Ho scorns to be not aware of tho fact that the 
“ high authorities,** in fact practically all leading economists wlio have dealt with 
these matters, have, if not “ proved ** (such a theorem cannot be neatly proved 
like an aritlunotical proposition), given plenty of reasons for occeptiiAg the con¬ 
tended proposition. They all treat deviations between private and social costs 
as exceptions to the rule of correspondence. This is, however, perfectly compat¬ 
ible with many shades of opinion about the relative importance or unimportance 
of these exceptions. Every leading economist who has dealt with these questions 
can be adduced (J. S. Mill, Marshall, Pigou, Taussig, Knight, Viner, etc.). Even 
Friedrich List could bo read by Dr. Balogh with considerable profit. List was of 
the opinion that a manufacturing industry that cannot be kept alive on 20-30% 
tariff can be regarded as imsuitod for the country concerned. (Das Nationale 
System der Politischen OkonomiCt Edition Berliner, 1930, p. 326.) Protection of 
20-30% ad valorem has to be regarded as very moderate nowadays. 

Dr. Balogh makes a lot of special risks attaching to foreign trade as an argu¬ 
ment for protection and discrimination. It is true that the ultra-protectionist 
and chauvinistic economic policies advocated by Dr. Balogh which most countries 
have been now pursuing for many years (without waiting for Dr. Balogh’s recom¬ 
mendations) have enormously increased tho risk of investment abroad and at 
home for the purpose of building up export industries. But smely this fact cuts 
the other way than Dr. Balogh thinks. It increases tho imjwrtance of expanding 
rather than of restricting international trade. 

* On that I agree now with Viner {Studies, p. 482), while in my Theory of 
International Trade I held that Graham’s case was but a variant of the infant- 
industry argmnent for protection. However, in view of the vagueness which 
attaches to much of the discussion and in view of the fact* that different shades 
of each theory can be found, there would be not much point in a historical investi¬ 
gation about the closeness of their interrelation. 

* The international terms are again assumed to be fixed. But that is not 
essential for the argument. The domestic terms of trade (internal price ratio 
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situation is inferior to T, which represents the fact that, with the 
assumptions made, protection is necessarily detrimental.^ 

The essence of the infant-industry argument is that a move¬ 
ment on the transformation curve will bring about an irreversible 
shift of the curve itself. Concretely, if the -industry is protected 
and expands, methods of production will gradually bo perfected, 
skills will be acquired, and so the short-run curve AB will assume 
the long-run shape A*B, The production point will shift to P'". 
In the new situation trade may or may not take place, and the 
country may export either A or B, i.e., the trading point may be 
on either side of P"* depending upon “ demand conditions.”® 



Again, it is an easy thing to state the assumptions, to derive 
the conclusions and to recognise that in principle the possibility 
must not be ignored that deliberate movements on the production- 
opportunity curve may shift the curve itself. But it should also 
bo remembered that, in principle, the sliifts may be in either 
direction; there may be external diseconomies as well as economies, 

including the tariff) is equal to the slope of the transformation curve at P\ and 
the height of the tariff is given by the difference between the slope of the trans¬ 
formation curve and the slope of the trading line. 

^ If we drop the assumption that foreign demand is infinitely elastic and 
assume instead that the terms of trade for the protected country improve, pro¬ 
tection may bo beneficial. This would be shown in our diagram by making the 
trading line steeper (not shown in the diagram). If it becomes sufficiently steep, 
T' may reach a position superior to T. In fact, as is well known, it con be shown 
that unless foreign demand is infinitely elastic there is always some tariff which 
makes T' superior to T, 

* In terms of indifference curves : depending upon whether an indifference 
curve is tangent to the trading line at or to the left or right of it. 
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and the possibility of favorable shifts in production-opportunity 
curve is not confined to import commodities. Improvements may 
just as well be realisable in the export industries, in which case the 
opposite of a trade restriction would be indicated. In other 
words, the argument may cut either way, and it is a little suspicious 
that the argument is practically always used in one direction, 
that is to say for the justification of protection rather than of 
freer trade. 

To go beyond the statement of possibilities, to generalise about 
the overall importance of the infant-industry effect, and to evaluate 
it in concrete cases is an extremely difficult task which requires 
not only theoretical acumen, but intimate empirical knowledge of 
industrial development and, above all, historical perspective. 
Most leading economists, beginning from J. S. Mill, Marshall, 
Taussig to Pigou and Viner, accept the principles. But those 
who made empirical studies, like Marshall and Taussig, became 
in the course of their studuvs somewhat sceptical with resi)ect to 
the scope of the j)rinciplo, and even more so concerning the 
chances of a rational application. It is to be hoped that the 
rapidly growing literature on the j)robiem of developing under¬ 
developed countries will eventually add to our knowledge of these 
matters. But that is beyond the scope of the present paper. 

Gottfeied Haberlbr 


Harvard University. 



UNREQUITED IMPORTS 


This paper is a theoretical one. It is concerned with the 
balance of trade between one country and the rest of the world 
considered as a single unit. The more special problem, which 
arises when a surplus of exports to one part of the world cannot^ 
for one or another reason, be used to finance a surplus of imports 
from another part, or will not be so used because of a decision 
to pay off capital debts owing to that part, will not bo discussed. 
Our theme has to do with what happens to a region B, hitherto 
receiving some imports without the need of paying for them with 
exports from anotlier region A, when these unrequited imports 
have to be eliminated. Evidently equilibrium can be restored 
only through a reduction in aggregate imports or an expansion 
in exports or some combination of the two. I shall begin by 
inquiring how tlio ])artH played in the adjustment by shifts in 
imports and shifts in exports will be determined if private 
interest is allowed to act freely without government intervention ; 
and shall afterwards ask in what circumstances such intervention 
may be inflicted to make things “ better.” I assume that, if there 
is no intervention, in the end wage-rates and so on will so adjust 
themselves as to make the levels of employment in both regions 
the same after the cut in unrequited imports as before. 

I 

Fur simplicity of exposition, as well as because an arrange¬ 
ment in which there are no unrequited im])orts is in a sense the 
‘"natural” one, 1 shall conduct tMs inquiry, so to speak, in 
reverse; starting with a situation in which there are no un¬ 
requited imports and asking wliat will happen if a regular annual 
flow of such imports is introduced. Obviously no difference to 
our conclusions can be made by adopting this procedure. We 
suppose then that region A, making A units of cloth, initially 
sends away x units in purchase from B, which makes B units of 
linen, of y units of that. Presently A comes to send r units of 
cloth as unrequited exports, which constitute, of course, un¬ 
requited imports to B. As a result of this, A will have less of 
its own goods for use at home, and so will, in general, not be 
willing to send so many of them as before to B in purchase of 
linen there. Thus its total exports to B will be increased, not 
by r, but by (r — fc), where k is positive. It will now send abroad 



242 


THE ECONOMIC JOtTENAL 


[JUNE 


(x ^ r h) units of cloth instead of the original x units. In 
like manner B will now have available more foreign goods than 
before, and so, in general, will not be willing to send awaj^ so 
many of its own goods to buy foreign goods. Its exports, there¬ 
fore, will, in general, be cut down by some positive quantity A. 
It will send {y — h) units of linen instead of the original y units. 


^ T 

We want to know how the relation between- - and - is deter- 

X y 

mined; and, though this is of less interest, how that between 

f ^ 

-and ~ is determined. We are also interested in what 

X X 

happens to the terms of trade, that is to say, the price in the 
market of a unit of B’s linen in terms of A’s cloth. The change 
in this proportion is 


\y —h y\ y (y 


— ky + hx 


If we choose units so as to make x and y equal, this becomes 


X 


which approximates, when h is small, to 


h — Ic j 


^ At first sight it might bo thought tliat thoso questions could bo handled 
satisfactorily by the sort of method whicli is appropriate in analysing the effects 
of a subsidy of so much per unit on some article, such as tea, on which only a 
small part of a country’s income is spout. That method consists, in effect, in 
setting up a demand curve and a supply curve, supposing the latter to be moved 
up in the degree measured by the rate of taxv and finding out what that implies. 
If we suppose the curves to be straight linos, or the movoment which takes 
place to be so small that, ovor the relevant range, they may be regarded as 
approximately straight, the solution is very simple. With the elasticities of 
demand and supply in respect of the initial point of intersection of the curves 
written rj (negative) and e (positive), when a subsidy at rate a per unit is given, 

it is easy to show that the price of tea will fall by ^ is say, the 

A© " “ 

proportionate change in price, which we may call will bo equal to 


which is necessarily negative, 
quantity of tea bought =■- — - 


— 71 


which is necessarily positive; and the 


e - p' 

It follows that the proportionate change in the 
eri a ^ 

'P' 

e(I + Tj) £ ^ 
e — 

tive or negative according as — i; > or < 1. Thus the proportionate change in 
the money that sellers of tea “import” divided by the proportionate change in 


proportionate change in expenditure upon tea — 


which is posi- 


their “ exports ” is - 

For our piurposo, however, this method of analysis is not applicable. It 
tacitly assumes that the marginal utility of money that tpa-sellers “ import ” is 
constant for both tea-buyers and tea-sellers, irrespective of how much tea, 
within the relevant range, is bought or sold. That cannot properly be assumed 
except in a special case; and therefore, even aside from the fact that the effects 
of a subsidy of so much per imit and of a lump-sum grant are quite different, 
our problem cannot be tackled along those lines. 
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II 

In respect of the initial situation, in which there are no 
unrequited imports, write ff>{A — x) for A’s marginal desire—more 
strictly, for the marginal desire of a representative man in A—^for 
cloth; f{y) for A’s marginal desire for linen; </r(B — y) for B’s 
marginal desire for linen; and F{x) for B’s marginal desire for 
cloth. If anybody objects to a curve of marginal desire he may 
imagine that A and B each have currencies so arranged that 
the marginal utility of money in each is constant, and may make 
(f) and/A’s demand prices in A money and ^ and F B’s demand 
prices in B money. Obviously it is immaterial which of these 
two conventions we make use of.^ 

In either case we have intially as a condition of equilibrium 

<I>{A -x) F{x) 

fiy) . 

In the subsequent situation, where r unrequited imports are 
being received by B, B’s exports become {y — h) and his requited 
imports (x — A:). Then 

— X — T -\-k) _ F(x 4- r — A;) 

f(y~-h) 

To make the analysis manageable we must assume that r, k 
and h are sufficiently small relatively to x and y to allow of 
products and second powers being ignored. Mere smallness 
would not, indeed, suffice for this if the second differential of 
any of our functions was enormous. But that is a freak case 
implying a violently kinked curve. For practical purposes small¬ 
ness does suffice. Of course, “ small ” is a relative term. I sug¬ 
gest, however, that, when the unrequited imports that are to be 
provided do not exceed 10% or 15% of B’s aggi'egate imports, 
the results which we shall reach on the above assumption con¬ 
stitute reasonable approximation to the truth; but that, should 
the unrequited imports comprise as much as, say, 50% of B’s 
aggregate imports, these results might well contain large errors 
and ought not be relied on. 

^ It is commonly supposed that, for domand-and-supply analysis, there is 
no need for the notion of “ utility ** in the sense of desiredness. In fact, how¬ 
ever, in a large part of that analysis there is a suppressed reference to it, namely 
the assumption that, over the relevcmt range, the marginal utility of money is 
constant. It is also of interest to note that no logical basis for the construction 
of quantity and price-index numbers exists if reference to utility, in its other 
sense of satisfaction, is barred out. 



244 


TllE ECONOMIC JOITBNAL 


[JUNE 


(a) The Relation between (r — k) am? h 
Given the above assumptions about smallness, an easy mani 
pulation of our equations (I) and (II) yields 


r — k 
h 


fTT’ 

+ F 


(III) 


where <f> stands for (f>{A — x), F for F(x), f for f(y) and ift for 
0(jB — y). Obviously (r — k) is the increase in B's total imports 
and h the decrease in her total exports consequent upon the 
provision of r unrequited imports. 

Let us now translate the above formula into terms of elas¬ 
ticities, all of which are, of course, negative, in respect of the 
initial situation. Write and rjb for the elasticities of the desires 
of A and B respectively for the other’s goods; and Ea and Ej, 
for the elasticities of A’s desire for A goods and of B’s desire for 
B goods, all in the initial situation. Then formula (III) set out 
above, translates into 

1 11 1 

^ ^^ y _ y _va /T\T\ 

h “_ i__ 1 , 1 * ‘ ‘ ^ ' 

A — X ' Ea~^ X' 7)1, 


As a prelude to a more general analysis, let us consider the 
implications of this formula in two special cases. First, what 
will happen if the marginal utility of A’s goods is unaffected 
for both regions by any shift, within the relevant range, in 
dealings between them ? This case is analogous to that of a 
transfer of money gratuitously from buyers to sellers of tea 
when the marginal utility of money is assumed to be constant 

for both groups. Both ^ and ~ must be equal to 0; and, con- 

sequently, h must be equal to 0. That is to say, B’s exports 
are the same as before. And so, as we shall see presently,^ are 
his requited imports. 

Secondly, what will happen if the marginal utility of A goods 
to A is unaffected, within the relevant range, by changes in their 
amount, and the marginal utility of B goods to B is similarly 

unaffected? In this case ^ and are both equal to 0. So 
our formula reduces to 

r — k ^ tj 7)b 

h X * 7]a 


^ Cf. p. 246. 
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Choose units so that initiq^lly y = a?. Then 

r — k 
h rja 

That is to say, the increase in B’s total imports divided by the 
decrease in his total exports is equal (numerically) to the elas¬ 
ticity of B’s desire for A goods divided by that of A’s desire for 
B goods. The more elastic B’s desire relatively to A’s reciprocal 
desire, the larger will be the addition to B’s imports relatively to 
the reduction in his exports. 

It is easy to see, in the conditions supposed, that A’s desire 
schedule for B’s goods is exactly represented by A’s demand 
schedule for B goods in terms of A goods, and B’s desire schedule 
for A goods by B’s demand schedule for A goods in terms of 
B goods. In short, we have to do with Marshall’s well-known 
reciprocal demand schedules, so that rja and rjf, are the relevant 
elasticities of reciprocal demand. If we choose to think of B 
as a supplier instead of as a reciprocal demander, and write 
Cft for the elasticity of B’s supply in respect of y exi)orts, then, 
since, as is well known,^ -f- 1) =:= — wo may write our 
formula in the alternative form 

r — k _ 

h ' 7]a ' 

Turn now to the more general imjdications of our formula. 

tjr _ 

It is obvious that, other things being equal, —^— is larger the 

smaller is each of 7]a and Et, and the larger is each of r]^ and Ea- 
It is equally obvious that it is larger, other things being equal, 
the smaller is B relativelj^ to A. This implies that, if a large 
country takes to sending unrequited imports to a small one, 
the reaction on the second country’s aggregate imports will 
tend to predominate over that on its exports, whereas, if a small 
country takes to sending unrequit/cd imports to a large one, the 
tendency will be in the opposite direction. 

(b) The Relation between r and k 

Up to this point nothing has been said about the relation 
between the entry into B of r unrequited imports and the asso¬ 
ciated fall, which we have called k, in requited ones. This rela¬ 
tion has now to be considered. Since B’s requited imports and 
her exports must pay for one another, we know that, alike in 
the initial and in tlhe later situation, the price per unit of B’s 
^ Cf. my Study in Public Finance, third edition, pp. 198-9, footnote. 
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exports in terms of her imports is equal to her requited imports 
divided by her exports. This price is also equal to the marginal 
utility of B’s imports divided by the marginal utility of her 
exports. Hence we have ; 
in the initial situation 

^ (V) 

. 

in the subsequent situation 


X — Ic _ F(x + r — ifc) 
y — h ~ + h) * 


(VI) 


By manipulating these equations in combination with the 
formula given on p. 244, namely 



^ f 
<l> + T 


we are able to find an expression wliich relates k to r. Units 
being so chosen as to make y — x. 


/, Mf 1 1 , i 1) 1 f 1 1,1 il 

\ Ei,)\A —x' X' -qi,] r]t\B—x'% ^x'rjaf 




■X' X 

_ 1 + i i 

-X Ea X m 




+ ^.i 

b X 


(VII) 


In the first special case distinguished on p. 244, where ^ and 

— are both equal to 0, the numerator of this expression be¬ 
comes = 0; and, therefore, so also does k. That this must be 
so is fairly evident to common sense, because in these conditions 
the inhabitants of neither region have any different urge in the 
new situation from what they had in the old to interchange 
their goods. In the second special case—which we may call the 
Marshallian case—^where the marginal utilities of A goods to A 
and of B goods to B are both constant over the relevant range, 

^ and ^ are both == 0. In tliis case our formula reduces to 

Jjjff 

k ~ ^ ■. 

~ 1 + ■>?(> 


It is then evident that, if rji — 0, that is to say, if B’s demand 
in terms of its own goods for foreign goods is absolutely inelastic 
A = r. This, too, agrees with common sense; B will not want 
any different quantum of imports, whether it gets some of them 
free or not. It follows, further, that, the smaller (numerically) 
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rjb is, the more nearly k approaches to r; and, again, that the 
smaller (numerically) rja is, the less nearly k approaches to r; 
though, even when rj^ becomes nil, it will never itself become nil, 
so long as rjt is finite. 

An inspection of our formula (VII) shows tliat what has 
been said of the influence of the values of rjt and rja on the 
value of k in the Marshallian special case is also true in the 
general case. In like manner, inspection shows that, the smaller 
A is relatively to jS, the larger, in general, k will be; the more 
a given volume of unrequited imports will cause requited imports 
to be cut down. This again fits in with our instinctive expecta¬ 
tions. The implications for k of differences in the sizes of Ea 
and Eb some people might find it troublesome to discover by 
mere inspection. However, with a little care, it is not difficult 
to see that, other things being equal, k will be larger, the larger 
(numerically) is Et, and the smaller (numerically) is Ea- These 
results, again, agree with common sense; and they can, of 
course, if desired, be confirmed by differentiating k in our main 
expression to — Eb and — Ea respectively. 

(c) The Terms of Trade 

There remains the question how the terms of trade—the 
quantum of cloth exchanged in the market against a unit of 
linen—will be affected if A comes to send out r units of cloth 
as unrequited imports for j?. We have seen that, with imits so 
chosen as to make x and y equal, the change in these terms 

approximates, when h is small, to ^This may be negative. 

That is to say, conditions are conceivable in which for one region 
to receive goods in the form of unrequited imports from another 
would cause it to exchange its commercial sendings on ivorse 
terms. But is it at all likely that this will happen—^that America, 
for example, in consequence of receiving reparations from Ger¬ 
many after the first World War, would have found that the 
terms of trade turned against her? Our instinct is to say 
straight off that the receipt of unrequited imports is likely to 
enable the receiving country to pay less per unit for the goods 
which she still has to buy from the other, to obtain from her 
better terms of trade over and above getting the unrequited 
imports for nothing. But the issue is more difficult than it 
seems to be at first sight. ^ 

^ The discussion that follows is in lino with that developed in my Study in 
Public Finame, third edition, Part II, Chapter 19. 
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Write p for the price of home goods in B in terms of foreign 
goods in the initial situation. Then 


f 



In the later situation ^ — (2> + ^P) — v - —^ • 

f(y-h) Fix + r — k) 


It follows that Ap is positive, i.e., that B’s terms of trade are 
improved, provided that 

{—r + k)^'_ -h^' 

h^' ~ {r - k’jF 

i.e., provided that < 1: 

J ■* 

that is, in terms of elasticities, provided that 


1_ _]_ 1 1 

A~— x' B —y'Ea' Eh ^ 

1 1 J 1 

^ y 

_ ^y_ _ Va V ^ 

(A -x)(B-y)-jE„- Eh ^ 


Now we know that no country normally exports more than a 
fairly small fraction of its aggregate output. Hence 


xy 

(A - x){B - y) 

cannot be more than a small fraction. Further, in the absence 
of special knowledge, it is reasonable to suppose that the elas¬ 
ticity of a country’s desire for the goods that it makes itself 
will not differ much from the corresponding elasticity in respect 
of those that it imports. Hence, in the absence of special know¬ 
ledge, we may expect that ^ will have a value neighbouring 
on unity. It follows that 

_ J]a Vb 

(A - x)(B - y] -E.-Eh 

will, in general, be substantially less than unity. That is to 
say, when one region comes to receive unrequited imports from 


^ It should be noticed that in this discussion corresponds to on p. 184 
of A Study in Public Finance, not to E^, and Ej to Q, not to G,. There is thus no 
inconsistency between the two versions. 
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another, that fact will, in general, enable it to obtain the foreign 
goods that it continues to buy at lower prices, in terms of foreign 
goods as against its own goods, than it did before. Thus our 
instinct turns out to be right. In the special case which I have 
called the Marshallian case, where the marginal utility derivable 
from the use of its own products is constant over the relevant 


range for each of our two regions, the fact that ~ and ^ are 
both nil makes 


Va Jjb 

(A — x)(B — yY Ea * % 


necessarily less than unity; so that the terms of trade must be 
turned in favour of the region that has come to receive unre¬ 
quited imports. 

Ill 


At this point it will be convenient to turn the results we 
have reached round, and set down the consequences that will 
follow when a flow of unrequited imports, which a country has 
hitherto been receiving, are cut off. If private interest is allowed 
free play, the country suffering loss will, in general, react partly 
by increasing its exports, so as to buy more requited imports, 
and partly by accepting a reduction in aggregate imports, requited 
and unrequited together. Its increase in exports will be smaller 
and the reduction in its aggregate imports larger : (1) the smaller 
it is relatively to the rest of the world, (2) the less elastic is its 
desire for its own goods, (3) the more elastic is its desire for 
foreign goods, (4) the more elastic is the foreign desire for foreign 
goods and (5) the less elastic is the foreign desire for its goods. 
Further—in line with what was said in the last paragraph—when 
unrequited imjiorts hitherto received are no longer forthcoming 
to any region the price per unit of that region’s exports made in 
requited imports will, in general, be lowered.^ 


‘ IV 

Our analysis has, of course, been abstract, the solutions being 
expressed in formulae dominated by elasticities whose numerical 
values we have not attempted to evaluate. We should naturally 
wish, if we could, to set out the conditions in which the several 

^ It will be understood that the elasticities referred to in this paragraph 
are elasticities in respect of those quantities of goods that are bought and sold 
in the conditions that prevail after the cut in unrequited imports has taken 
place. If that were not so, what is said here would not properly cohere with the 
earlier part of our analysis. 
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relevant elasticities are likely in actual life to be respectively 
small. Obviously a dominant factor is the kind of products 
which the two trading regions have facilities for making. It is 
well known, for instance, that in the middle of the nineteenth 
century England was specially adapted for manufacturing 
machinery, which foreign nations greatly needed, while there 
were few things produced abroad which she herself greatly 
needed. Therefore, the desire of foreigners for our goods tended 
to be inelastic, and our own desire for foreign goods elastic. In 
more recent times we have come to have strong rivals as regards 
our chief export goods, and at the same time to be dependent on 
imports for essential foods and raw materials. Therefore, the 
foreign desire for our goods should, it would seem, be more elastic 
and our desire for foreign goods less clastic than it used to be. 
There is also to be taken into account the fact that, other things 
being equal, a large area is likely to contain a greater variety of 
materials and skills than a small one. It is, therefore, probable 
that, if a large area is set over against a small one, it will find a 
larger proportion of the exports fi'om that area with which it is 
ready to dispense—i.e., for which it has an elastic desire— 
than the small area does among the imports from it.^ Thus, 
when a small section of the economic world is confronted with a 
large one, its relative smallness should tend, not directly because 
of its smallness, but indirectly because of the relation of size to 
variety of output, to make its desire for foreign goods inelastic 
and the foreign desire for its goods elastic. It must be 
remembered, however, that, for a country which cannot readily 
dispense with the main pari of its imports, there may, never¬ 
theless, be a good many that do not matter to it much. Hence 
tendencies to inelasticity of desire for foreign goods in such 
a country as England might not manifest themselves, so to speak, 
at the margin, but only if it should happen that the customary 
volume of imports had been substantially cut down. In any 
event this kind of concrete application lies off the main route of 
our analysis. 

V 

Despite the abstract character of that analysis we have 
obtained, I think, some understanding of the way in which, in 

^ It should be noted, in passing, that for a country not to be ready to dis¬ 
pense with a thing is not the same as for that thing to be “ indispensable in 
the ordinary meaning of that word. A large rise in the price of champagne might 
cause only a little to be dispensed with, because those who buy it are mostly 
rich; but nobody would speak of champagne as indispensable. 
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various conditions, the economy of a country would react to the 
elimination of hitherto unrequited imports, if it were left to 
react “ naturally.” Will that reaction be “ the best ” that 
could be looked for, or may it be hoped that, by overt govern¬ 
ment action, ‘‘nature” could be improved upon? This ques¬ 
tion has two aspects. First, assuming that the free play of 
private interest is likely to bring about the best adjustments in 
the end, could the government improve tilings by speeding up 
these adjustments and so preventing incidental damage, for 
which they might be responsible during the period over which 
they were being made ? Secondly, are the adjustments which 
the free play of private interest tends to bring about in the end 
in fact the best; or could the government, by well-directed 
intervention, bring about something better ? Let us begin with 
the former of these two questions. 

Here for the first time we come in contact with money. In 
order that the adjustments, w^hich, on the withdrawal of unrequited 
imports, the free play of private interest tends to bring about, 
may bo brought about in fact, it is necessary that relative prices 
in our two regions and the rate of exchange between their moneys 
sliall be related in a particular way. Since, in general, the price 
of the liome country’s imports in terms of exports has to be raised, 
either money prices in that country must fall relatively to money 
prices abroad or the value per unit of its money must fall in terms 
of foreign money. In this sense devaluation is an alternative to 
deflation; though, in view of the fact that devaluation in one 
country may induce some parts of the outside world to devalue 
also, we cannot say how much devaluation will have the same 
effect as a given degree of deflation. Now deflation inescapably 
carries with it either a fall in money wage-rates, to which in cir¬ 
cumstances such as those now ruling it would be almost impossible 
to obtain rapid assent, or the creation of unemplojunent, which 
might last a long time. Hence the adjustment, for which we 
look in the end, with employment after the cut in unrequited 
imports the same as before, would be held up, maybe, for years, 
throughout the whole of which heavy losses of potential output 
would be suffered. With good fortune devaluation might enable 
a deficit country to cut down its coat to fit its cloth without 
having also to face up to these losses. 

There is one other matter closely connected with what has 
just been said, to which reference should be made. This has to 
do with bargains about money wage-rates. Prima facie a rise 
in these rates, unless accompanied by a corresponding improve- 
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ment in productivity, must reduce the numbei: of men that 
employers here find it worth while to engage, so decrease output, 
and SO raise prices; this rise in prices encouraging imports and 
discouraging exports, and thus tending to reverse the efforts of 
the economic system to adjust itself to the loss of its unrequited 
imports. This process of effects will, however, only happen 
provided that the first move, a contraction of employment con¬ 
sequent on the rise of wages, takes place; and that need not in 
all circumstances take place. Where competition is perfect 
and everything is working smoothly, it must, indeed, do so. For 
employers will be paying their workers a wage equal to the 
value of the (private) net product of their work; and this value 
can become higher only if the number of men engaged is less. 
Where, however, an element of monopoly or imperfect competi¬ 
tion is jiresent, or when a monetary inflation lias been taking 
place so rapidly that money w^agc-raics have not been able to 
keep up, employers are likely to be paying a money wage some¬ 
thing less than the value of the marginal private product of their 
workers. There is thus a range within which money wage-rates 
may be pushed up without damaging employment, and so with¬ 
out raising prices. When and where employment is over-full, in 
the sense that there are unfilled vacancies which employers, if 
they could find the men, would like to fill, there is presumption 
that in fact such a range exists; and, the more numerous the 
unfilled vacancies are, the wider it is likely to bo. Thus in present 
conditions in this country it is probable that some scope exists 
in some industries for raising wages, even though there is no 
accompanying improvement in productivity, without prices 
being forced up. 

Passing away from monetary matters—among which money 
wage-rates may reasonably be classed—let us look for a moment 
at the short-period jiroblem from another angle. Everybody 
knows that, for bringing about the transition from a peace to a 
war economy, the slow-acting mechanism of the market has to 
be supplemented by compulsion and direct controls. Something, 
there is little doubt, may usefully be done along these lines in 
countries confronted with the need for large cuts in hitherto 
unrequited imports. So far as economic forces point to the 
need for more exports, the State, by propaganda, the supply of 
information about markets, training schemes and so on, could 
lend them a helping hand. So far as they point to the need for 
lessened imports, and thus for more home output of goods hitherto 
imported, it can by like means stimulate and quicken the move- 
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ment of men and equipment into, say, home agriculture. When, 
as in our own present situation, the cut in unrequited imports 
that has to be faced is substantial, it would be very foolish for 
the Government to hold back from trying to help nature ’’ in 
such ways as those. 

Turn, then, to long-period problems. So far we have pro¬ 
visionally supposed that the free play of private interest tends in 
the end to bring about those adjustments to a given cut in un¬ 
requited imports that in the general interest are ‘‘ best.” But, 
of course, that need not, and, indeed, is not likely, to be so. 
The crucial fact is that natural ” adjustments, coming about, 
as they must, in response to the efforts of private persons, each 
trying to do the best he can for his individual interest, may not 
turn out to be such that the best is done for the collective interest 
of all of them toget lu'i*. Tlie reason for this is that, in pursuing 
his own interest, a man may set up reactions which are injurious 
to other peojde, but do not affect him, and which he is, therefore, 
very likely to ignore when deciding what to do. For example, 
if our aggregate im])orts have to be cut down by so much, in the 
natural course of events the cut might come to be made in poor 
men’s food, because rich men, on account of their riches, are 
able to prevent any cut in, say, luxury cars by bidding up their 
price; and there is obviously social loss in that. Again, apart 
from differences in wealth among different social classes, there is 
danger that in the natural course imports of raw materials might 
be cut down too much relatively to other imports, because the 
purchasers of these materials do not sufficiently take account of 
the heavy indirect damage that lack of them may cause by 
preventing our work-people and equipment from doing the sort 
of work that they have been adapted to do. Plainly, i>rovided 
that the government machine is adequate to the task, there is 
scope for socially useful action in preventing cuts that have to 
be made from being exercised upon classes of imports the sacrifice 
of which would be especially injurious. 

Moreover, it is not only as regards the choice of imports to 
be cut down when a given aggregate cut has to bo made that 
individual private interest and the general interest may diverge. 
The same thing is true of the choice between cutting down aggre¬ 
gate imports and expanding aggregate exports. It may well be 
in the general interest that the Government, by one or another 
device—even by export bounties where these were unlikely to 
provoke “retaliation”—should make exports expand more, and 
so imports contract less, than they would have done had private 
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interest been allowed free play. This is especially likely to be 
so if, as with Great Britain, imports are made up chiefly of food 
and essential raw materials. 

In so far as the central and local authorities themselves employ 
the nation’s resources, whether in general administration, in the 
armed forces, in capital construction or in providing social 
services, private interest is not, of course, in control, and, there¬ 
fore, there can be no question of government interference to 
correct its shortcomings. The authorities have at all times 
directly to decide for themselves how much resources to use up 
in these ways. Prima facie, when unrequited imports are cut 
down, they would promote the general interest by making some 
cut in these things, so as to release resources for making exports 
and thus limit the cut in aggregate imports. 

A. C. PiGOU 

King^s College, 

Cambridge. 



THE THEORY OF INCREASING 
UNDEREMPLOYMENT 

I 

From Adam Smith to the present day, every systematic theory 
of economic development has implied stagnation ” at some 
advanced stage of capitalist development. In the majority of 
these theories there is a tendency towards increasing under¬ 
employment in the stagnation phase.^ Viewed in this light, 
Alvin Hansen’s theory of increasing under employment is but a 
restatement, in more Keynesian terms, of ideas that have appeared 
repeatedly in the literature. Yet Hansen’s theory has been the 
object of a vigorous and j^ersistent counter-attack, even from 
economists who are not greatly alarmed by the political implica¬ 
tions of the thesis. Even to-day, it cannot be said that the theory 
has won wide accej)tance among economists who have not devoted 
si)ecial attention to the theory of economic development. In the 
view of the present writer, much of the criticism of the theory can 
be traced to the looseness of the early formulations of the theory, 
which has led to much misunderstanding and misinterpretation. 

The essence of the Hansen theory of economic trends is that 
in advanced countries, where the rate of population growth and 
the rate of discovery of new resources are tapering oflF, and the rate 
of capital-absorbing innovation is not raj)idly increasing, net 
savings at full employment will tend to grow, while net investment 
at full employment will tend to fall. Under these conditions 
there will be a growing gap between the trend of potential income 
and the trend of actual income. The purpose of this article is to 
present a simple, concise and formalised version of this theory, and 
to compare the formal content of the theory with that of other 
theories of trend developed in recent years.^ It is not the intention 

^ Cf. B, ItigginR. “ C''oiu'epts and Triteria of Soriilar Stagnation ** in Income, 
Employment, and Public Policy : Essays in Honour of Alvin Hansen (Now York, 
1948); “The Doctrine of Economic Maturity,” American Economic lieview, 
March 1946; “ To Save or Not to Save? ” Canadian Journal of Economics 
Political I^cience, February 1948. 

2 Some of the confusion surrounding the theory seems to have arisen merely 
from the use of the term “ stagnation ” to describe it. Since the Hansen thesis is 
perfectly consistent with a rising trend of actual per capita income, and oven with 
a rising trend of actual gross investment, it is better described os a “ theory of 
growing deflationary gap,” or a “ theory of increasing imder-employment,” than 
as a theory of “ secular stagnation ” or “ economic maturity.” Cf. B. Higgins, 
“The Concept of Secular Stagnation,” American Economic Review (forthcoming). 
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of this paper to prove the thesis right or wrong; such proof must 
in any case be largely empirical. It is hoped, however, that the 
formulation presented here will isolate the relevant questions for 
empirical testing. 

TI 

The following symbols will be used :— 

Oj, -- potential output; that is, output with full employment 
and an optimum allocation of resources. 

Oa — actual output. 

/ = net investment. 

1 — net investment at full employment. 

Ig gross investment. 

8 = net saving. 

8g = gross saving. 
t = time. 

L == size of the labour force (in man-weeks). For simplicity, we 
shall assume no change in the ratio of labour force to 
total population. {L is a function of time, i(O-) 

K = supply of known natural resources. 
r rate of interest. 

2^ = level of ‘‘ technique ” (or productivity), defined so that any 
percentage increase in “ 2’ will raise total output by the 
same percentage, without any change in quantities of 
any factors of production emjdoyed. (2^ is a function of 
time, T{t),) 

I) =: degree of monopoly in the economy as a whole (a weighted 
average of ratios of price minus marginal cost to price for 
all firms). (I) is a function of time, D{t),) 

N “ unemployment (in man-weeks). 

Xn — potential output per man-v eek of the unemployed. 
p time-preference. 

Q — stock of capital, and is a function of time, Q(t), 


(liven these definitions, 


0,-^T.f(L,K,Q) 


f being the production function, and 


( 1 ) 


'dt ~ \dL ' dt'^dK’ dt ''' dQ ' ~dl} 




Oa = Oj,-{N .X„)-M(D) ... (2) 


M being a function relating the loss of production through mis- 
allocation of resources to the degree of monopoly. 
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Unless there is a trend in the relationship of the productivity 
of employed workers to the productivity of unemployed workers, 

Xn^k.T, 


where i is a constant expressed in terms of output,^ and 

{JcNT + M{D)) 

Thus 

d n ^ ^ kNdT , kTdN , dM dD 
It “ ~dr dt^'^ dD' di • 


(2a) 


The Hansen thesis proper does not take into account any trend 
there may be in the degree of monopoly power. Any growing 
loss of potential output resulting from increasing misallocation 
of resources is ignored. We shall therefore ignore the D terms in 
the balance of this ])resentation, while recognising that they may 
in reaHiy be a factor of some im 2 )ortance. With any trend in D 
eliminated, the main factor in the spread between Op and Oa will 
be unemployment, N. 

The volume of unemployment will be the product of some 
“ leverage ’’ coefficient, i, and the gap between savings and invest¬ 
ment at full emidoyment levels of output or real income, S — /. 
This leverage coefficient is a complex multiplier, including the 
Keynesian multiplier, Harrod’s “ relation and so forth. Since 
we are interested in trends, w^e shall consider i, 8 and I as functions 
of time. Thus 

.( 3 ) 




(dS 

\Tt 


dl\ 

di}’ 


(3a) 


The trend of unemployment will therefore depend uiwn the trend 
in savings and investment at full employment, and on the trend in 

the leverage coeflScient, It seems likely that ^ is small; 


as income rises, the marginal propensity to consume and the 
Keynesian multiplier will tend to fall; but the “ relation ” will 
rise as the period of investment is lengthened, and as business men 
become more “ cycle-conscious.” The trend in I is therefore 
unlikely to influence significantly the effects of any inflationary or 


* The productivity of labour might be affected by any trend in QjL or in KjL, 
but any such trend would affect the productivity of employed workers as well, 
and would not alter the argument significantly. 

• It would be ^ simplt^matter to translate equation (3) into money terms, 
making N = p[S{Y) — /(i'")], where Y is national income at full employment. 
In this equation the function p will depend not only on I but also on the price 
level. Since the analysis already has a lot of symbols for a simple argument, it 
seemed better to con^e it to real terms. 
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deflationary gap. As a first approximation, therefore, we shall 
ignore the expression reduce equation (3a) to 


dV 

dt 


_j(dS 
-"^[dt dt) 


(36) 


The Trend in Savings 

Empirical studies suggest that net savings depend mainly on 
the level of disposable income, but are also affected in the short 
run by the level of disposable income in the last cyclical peak.^ 
There seems to be a tendency for savings at given levels of income 
to decline secularly. This downward trend in the propensity-to- 
save schedule could be explained by increasing amplitude of 
economic fluctuations in the downward direction; the more in¬ 
comes fall in the down-swing, the more savings will be squeezed 
out in the effort to maintain the living standards established in the 
previous cyclical peak. A trend towards deeper and deeper de¬ 
pressions w'ould in itself bring a growing gap between the trend of 
potential real income and the trend of actual real income. Thus 
the downward drift of the ex post savings function could be a pro¬ 
duct of increasing under-employment; the downward drift of the 
ex post propensity to save could actually be the result of an up¬ 
ward drift of the ex ante propensity to save. 

Let us lump together all factors influencing the willingness to 
save wdth given levels of income and given interest rates under the 
heading “ time-preference,’’ or p, Since we are interested in 
seeing how the economic system will operate in the absence of any 
particular type of fiscal policy, we shall abstract from any trend in 
the volume of taxation and transfer j)ayments which would affect 
the ratio of disposable income to net national income at market 
prices. 

Then 8 = S (Oa, p, r) and ‘E ^ 8 {0^, p, r), where 0,, == 0^(0, 
p = p{f)^ and r == r{t). 


d^^dB Mj, dp dS dr 

dt ' dt ^ dp ' dt ^ dr ' di 

M ^K^df dQ\ 

“ dOp • L • dt dK ‘ dt + dQ * dt) 


+ 


di 




, 3 ^ ^ ^ dr 

dp * dt ^ dr ‘ dt 


. ( 4 ) 


1 Cf. James Duesenberry, “Income-Consumption Relations and their 
Implications ” in Income, Employment, and Public Policy : Essays in Honour of 
Alvin Hansen, New York, 1948. 
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IS positive. 


ds 

dp 


is of course negative; the available 


evidence suggests that ^ is positive but small. However, the 

only plausible explanation of the increase in time-preference 
suggested so far is the trend towards more violent fluctuations and, 
consequently, towards increasing under-employment; apart from 
this factor, one would, with Harrod,^ expect time-preference to 
decline as society matures and people become able and willing to 
take an interest in the future. Moreover, as economies mature, 
more saving is i)erformed by corporations, who expect to live for¬ 
ever, and thus have relatively low time-preference. In the ab¬ 
sence of a trend towards deeper depressions, it is very doubtful 
whether any trend towards higher time-preference would appear 
at all. We cannot assiwie our case; and therefore we shall attach 


little weight to the ^ - 


dS dp 


dt 


term. 


0 0 ^ V 

So far as we know, g- is small, and probably is < 0; as 

interest rates fall lower and low^er, savings will be less and less 
affected by a further fall. Moreover, in the absence of an active 
dv d^T 

monetary policy, will also be small, and will be negative. 

With interest rates as low as they already are, further declines will 

0^ (//* 

encouiiter more and more resistance. Thus the term „ will 

dr dt 

be small, and will get smaller as time goes by. 
dL dK , dT 


So long as - 


dt’ 


and are positive and significantly large, 


so that is large, will be positive, 
wo can therefore write 


As an approximation. 


dt 


- ^ Ft/' 
~0o;L \ 


3/ 

dL 


dL 

di 


^dK 




dt 


The Trend in Investment 

According to the Hansen thesis, long-run net investment will 
be undertaken partly to meet the growth of demand, and partly 
to develop new resources, new commodities and new techniques. 
It is assumed that the major factor in spontaneous growth of de¬ 
mand is growth of population. Other things being equal, new 
investment will vary inversely with the size of the existing stock 


^ Cf. R. F. Harrod, Towards a Dynamic Economics, London, 1948, p. 63. 
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of capital.^ Other things being equal, an increase in the stock of 
capital will reduce its marginal productivity, and if the more 
profitable investment outlets are first exploited, marginal effici¬ 
ency may fall faster than marginal productivity. Also, a growth 
in stock of capital is usually accompanied by an increase in the 
risk, illiquidity and indebtedness assumed by entrepreneurs. 
Finally, other things being equal, investment will vary directly 
with the current level of output, although the effect of changes in 
output (real income) on net investment may be small, as econo¬ 
metric studies suggest. Thus 


I = X{0,)+<l>{L,K,T)-rf.(Q) 

and 

^ S<f> d^L ^ dJK 

dt dOp ‘ dt gi * dfi ' ' dt^ 

d^T d^ 

^ dQ ' dt 


( 6 ) 


(5a) 


It seems likely that as a factor in trends, as distinct from fluctua¬ 
tions, tp may be rather small; ^ and there is no reason to expect ^ 


to be large. 

fPT 

It seems probable that is very small, perhaps zero. It may 
even be negative. Even if the rate of technological improvement 
Avere increasing, ~ would be small if the improvements (once in 


d^L d^K 

place) were capital saving. Yet when < 0 and < 0— 

that is, when population growth and development of frontiers are 
both tapering off—only a very rapidly increasing rate of techno¬ 
logical progress could keep ^ > 0. 


This point is of such importance, and has been surrounded by 
so much misunderstanding, that it is worth elaborating. A con¬ 
stant rate of technological progress in and of itself will not give 


^ See, for example, L. Klein, A Macro^Economic System: U»S. 1921-1941 
(mimeographed, Cowles Commission of Economic Research), 1947; Colin dark, 
“A System of Equations Explaining the U.S. Trade Cycle 192M941,** Econo- 
meirica, April 1949; M. Kalecki, Studies in Economic Dynamics, London, 1943. 

• Cf. E. D, Domar, “ The Problem of Capital Accumulation,” The American 
Economic Eeview, December 1948. One type of capital accumulation in particular 
—increases in inventories—would appear to be far more important for cycles than 
for trends. 
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rise to net investment, over and above replacement needs. There 
are three ways in which innovation may induce net investment, 
and so provide an offset to net saving : by accelerating replace¬ 
ment ; by inspiring hopes of (temporary) monopoly profits for the 
first firms in the new field or those using the new technique 
(“Schumpeter effect**); and by introducing new consumers* 
goods so attractive as to raise the propensity to consume.^ 
Replacement will not be accelerated by innovation if obsolescence 
proceeds at a constant rate; depreciation allowances will be set 
in terms of obsolescence rather than physical wear and tear, and 
innovation will provide no offset to net saving. If the propensity 
to consume rises at a constant rate, consumption will also (other 
things being equal) rise at a constant rate. In this case replace¬ 
ment needs will grow, but only slowly. If we ignore favourable 
effects of rising real income, as such, and the unfavourable effects 


of capital accumulation, 7^ = A . Q -f (L, 7f, T), where h is the 

projjortion of capital replaced in every year. If L, K and T are 
dJ (10 d.ht 

constant, then ^ ^ ^ society with a large stock 

of highly durable capital, h will be small. Since plant and equip¬ 
ment tends to become more durable as lubricants are improved, 

repairs made easier and materials stronger, ^ may well be 


negative. Against this trend, however, must be set the trend 
towards a larger proportion of net investment in equipment subject 

to rapid obsolescence. On balance, ^ is probably not significant. 


Moreover, if accumulation of capital rests on nothing more 
substantial than a rising secular trend in the propensity to consume, 

fjf) 

resulting from the increasing attractiveness of consumption, ~ 


may also be small. In any case, innovations raising the propensity 
to consume must be largely confined to consumer durables; and if 
innovations in consumers’ goods take place at a constant rate, 
consumers may behave like entrepreneurs, and replace obsolete 
consumer durables by new ones with reserves built up for the 
purpose, so that no rise in consumption outlays would be occasioned 
by innovations. 

Finally, the “ Schumpeter effect ’* of innovation will lead to 
net investment only if the stream of innovations is growing—even 
if the inventions, once in place, are not capital-saving, but 


^ Cf. B. Higgins, “ Concepts and Criteria of Secular Stagnation,** loc, cU. 
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“ neutral ’’ in the Harrod sense.^ Each innovation will absorb 
capital during its gestation period, but once the New Firms are 
established and the New Plant and Equipment is in place, it will 
absorb capital only for replacement purposes. Assuming that in 
each income period a bunch ” of innovations is begun that is 
precisely as capital-absorbing throughout all subsequent history as 
the bunch started in the previous period, total capital re¬ 
quirements, and gross offsets to savings, will grow only as fast as 



replacement needs accumulate. Since the very process of innova¬ 
tion will lead ultimately to the obsolescence of plant and equip¬ 
ment brought into being by past innovations, and so to the com¬ 
plete disappearance of replacement needs for such innovations, 
net capital absori)tion will tend ultimately towards zero. The 
process is illustrated in Fig. 1.^® 


^ Cf. Harrod, op. czt., p. 23. 

Big. 1 is based on the following table ;— 


Time period : 
Innovation number. 

1 

2 3 

Amount of 

4 5 C 7 

capital absorbed ($ billions) 

8 

1 

10 

20 

J'5 

10 

1-0 

0-0 

0*0 

0*0 

2 

— 

10 

2-0 

1-5 

10 

1*0 

0*0 

0*0 

3 

— 

— 

10 

20 

J’5 

1*0 

0*0 

0*0 

4 

— 

— 

— 

1 0 

2-0 

1-5 

1*0 

1-0 

5 

— 

— 

— 


10 

2*0 

1*5 

1-0 

6 

— 

— 

— 

— 

— 

10 

2*0 

1*5 

7 

— 

— 

— 

— 

-- 

— 

10 

20 

8 

— 

— 

— 

— 

— 

— 

— 

1*0 

Total capital absorption 

1 

3 

4-5 

r>-5 

6*5 

6*5 

6*5 

6-5 


The argument can also be set forth in terms of equation (6) above. Assume 
first of all a stationary statue without technological progress, population growth or 
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If growing replacement needs are not provided for by increased 

business saving, the mere growth of the stock of capital would 

provide some offset to other forms of saving. However, what 

we know of business behaviour suggests that failure to increase 

business saving as the volume of assets grows is the exception 

rather than the rule; indeed, Hansen has argued that because of 

the frequency of capital-saving inventions, the normal volume of 

business saving may be more than enough to provide for mere 

replacement, and that some net accumulation of capital (in terms 

of productive capacity) could be financed by business saving 

alone. It would be quite a simple matter to recast the argument 

in terms of gross saving (8g) and gross investment (/^), adding 

dSg dQ^\ dig dQ 

gg- . to the savings function and 

ment function. It seems improbable, however, that 
(dSg dQ_^g dQ\ 

\dQ ^ dt dQ ' 7lt) 

would be quantitatively significant. 


to the invest- 


rosourco discoveries. 


Under those conditions 


dOp 

dt 


, dQ . 

18 zero, and is zero. 
dt 


Since 


the favourable effects on investment of a high level of real income, and the un¬ 
favourable effects of a large stock of capital, depend largely on the expectations 
they create, A and 0 will tend to be insignificantly small in such a stationary 
state. Suppose X{Op) and can bo ignored, and i — 0. 

Now suppose a constant rate of technological progress is introduced into the 
dT 

system, so that =- 0. 


Then 


1 and ^ 


df 


dT 

dt 


^ 0 . 


Thus a constant rate of technological progress will porpoluate jiast rates of 
growth, but will not accelerate the rate of growdh. If 7 - 0 to begin with, since 

“ 0, the introduction of a constant rate of technological progress will 

dr 

generate no net investment. 

The same conclusion is reached by M. Kalecki {Studies in Economic Dynamics, 
pp. 89-92). Mr. Harrod, who defines a “neutral ” stream of inventions as one 
which requires a rate of increase in capital equal to the rate of interest engendered 
by it, concludes tliat “ a steady and neutral advance “ will require net investment 
if an economy operates under a goods standard, hut not if it operates on a labour 
standard {Towards a Dynamic Economics, pp. 27-31). However, the cpiestion 
raised in the present essay is a different one, viz., wdll a constant stream of 
innovations, in itself, engender net investment, and so provide a net offset to 
saving ? If equation (5) is valid, it seems that it will not. 

A situation where / = 0 is apt to occur in depression, when, let us say, 
A(0j,) ilt{Q) and £ + T -h iC = 0. If then a constant rate of iimovation seta 

in, while (T' + = 0, ^ ~ =0 and /remains zero. Analogous arguments 

apply to a constant rate of population growth or a constant rote of discovery of 
new resources. It is for this reason, perhaps, that “ secular stagnation ’’ is most 
likely to make its presence felt after a iieriod of prolonged depression. 
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We can now state our conclusions. 
{4o) and (6o) in equation (36), 


Substituting equations 


_fdAr^/a/ dL.df ^ f\ 

\dO'f\_ [dL' dt^dK’ dt '^dQ' dtj'^ dt •<'J 



a/ dX dS dQ 

dK' dt dt 


(U ^ d?K 

^\dL' dt^ 


4.M 

dt^ di'' dt^ 


\ _d± 

) dQ' dt]' 


Thus when potential real income is increasing at an increasing rate, 
as a result of rapid population growth, expanding frontiers and 
rapid technological progress, there will be growing pressure on the 
labour supply, and a chronic inflationary gap is likely to occur. 
When population, supplies of new resources and technical know¬ 
ledge are growing, but at a decreasing rate, savings will stiU rise; 
while at some point in time the unfavourable effects on investment 
of declining rates of growth and a growing stock of capital will 
tend to offset the favourable effects of a rising real income. From 
that point onward, net investment will tend to fall, and unemploy¬ 
ment to increase. Thus an economy will tend to suffer increasing 
under-employment soon after the rate of growth falls off. It 
phould be noted, moreover, that increasing under-employment 

will tend to appear if any one of ^ or ^ is positive, while its 

corresponding second derivative is negative, and the sum of the 
other second derivatives in the investment function is zero. 


Ill 

To the present writer’s knowledge, there is no systematic 
theory of trend that contradicts the model set forth above; all 
other systematic theories of economic development duplicate, 
fortify or supplement it. A few brief examples should suffice to 
demonstrate this point. 

In Schumpeter’s model, the economic growth of capitalist 
societies (as distinct from the inevitably cyclical pattern of their 
development) seems to depend somewhat on population growth, 
to a greater extent on discovery and development of new resources 
(which is one type of innovation) and above all on technological 
progress, which Schumpeter regards as the most d 3 mamic form 
of innovation. CJontinued growth requires a swelling stream of 
innovations, which will occur only with a grow ing supply of 
“ New Men ” to found “ New Firms ” and construct “ New Plant 
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and Equipment.’’ It is never quite clear what determines the 
supply of ‘‘ New Men,” but'Schumpeter apparently believes that 
the supply wiD be abundant in a relatively young capitalist society, 
and that it will be choked ofiF later by a social climate antipathetic 
to enterprise, which will develop as a natural ” reaction to the 
very success of Capitalism. 

Schumpeter does not deny the logical consistency of the Hansen 
theory. He even has some frills of his own to add : the mechan¬ 
isation of progress slows down innovation, and childlessness 
“ eliminates much of the driving power from bourgeois motiva¬ 
tion.” The latter factor, however, might reduce savings as well 
as investment. Schumpeter does deny that the Hansen thesis 
explains the depth and duration of the great depression of the 
thirties. The down-swing was to be expected,—^at least apart 
from the financial crises of 1931 to 1933—^from his business-cycle 
model itself. It is only ‘‘ the disappointing Juglar ”—the down 
turn in 1937 after so incomplete a recovery—that needs special 
explanation. Schumpeter finds this explanation in his own 
theorj^ of stagnation; the New Deal, with its higher income taxes, 
capital gains and undistributed profits taxes, payroll taxes, public 
investment, labour legislation, regulation of the capital market 
and so on, was the epitome of a social environment hostile to 
'‘New Men,” and so prevented the stream of innovations from 
developing “ naturally.” 

In terms of the above model, then, Schumpeter’s theory of 
increasing under-employment amounts to two propositions about 
terms in the investment equation (equation 5) :— 

(1) 

dT dK dL 

(2) ^ < 0, because of the growth of an “ hostile environment ” 
for New Men. 

Thus the Schumpeter theory does not contradict, but fortifies, the 
Hansen thesis, by suggesting additional reasons for increasing 
under-employment in an advanced capitalist society.^ 

' The above comments apply to Schumpeter’s Business Cycles, where his 
theory of economic development is presented in a systematic form. In his 
Capitalism, Socialism, and Democracy, Schumpeter appears somewhat more 
critical of the Hansen theory. He suggests (pp. 113-14) that since human wants 
are inexhaustible, the aggregate volume of consumer spending in a society may 
rise at a constant rate, even if population growth is tapering off, through an off¬ 
setting rise in the propensity to consume. This possibility cannot be excluded, 
but Schumpeter has not established any logical necessity for such a development, 
nor has he provided any empirical evidence that it has taken place. He also 



266 


THE ECONOMIC JOUKNAL 


[JUNE 


Harrod’s theory is in many respects an alternative formulation 
of the Hansen thesis.^ It is a formulation that has both advan¬ 
tages and disadvantages.^ His fundamental equations, OC = s 
and GjCf == 8, are convenient in their applicability to both mature 
and under-developed economies; in countries where the rate of 
actual growth (G) is rapid (because, say, population growth is 
rapid) there will be a chronic tendency for 0 to exceed the 
“ warranted ’’ rate of growth and consequently a chronic 

tendency for required capital accumulation {Cr) to exceed actual 
capital accumulation {C) (since GG and GJJr both =;= s, the average 
propensity to save). This situation leads to a chronic inflationary 
gap. In a slowly growing economy, G^ will tend to exceed G, G 
will tend to exceed Cr and a chronic deflationary gap will appear. 
This applicability to both slowly and rapidly growing economies 
might also be claimed for our own model; but the cumulative 


argues that improvements in tcclmique may offset the effects of a declining rate of 
population giowth on production, (pp. 114-15). Such a development, however, 
would mean only that potential output in our model could continue rising at a 
given rate; it would not assure an equal rise in the trend of actual output. It is 
also true that a sufficient rate of technological progress may offset the effects on 
investment of a declining rate of population growth, as our model indicates. 
Schumpeter admits that the opening up of new lands was a “ unique opportunity 
for investment that may not recur ’’ (p. 115), but reiterates the argument that 
other opportunities may appear, tlirough an increasing rale of technological 
progress. This argument, however, is quite consistent with the Hansen thesis; 
the question is whether an increasing rate of loclmological progress is likely to 
occur, Sclnunpeter also suggests that the pure marginal efficiency of capital 

might rise through time (^ might be positive), if it were not for the develop¬ 
ment of an environment hostile to private enterprise. 

In the new chapter added to the second edition of this book, Schumpeter in¬ 
sists (p. 396) that people save only in order to invest. Thus “ if $20 billion is more 
than can be newly invested at a rate of return satisfactory to the marginal saver, 
Vfhy, people would bo only too happy to consume the excess.** This statement, 
made in 1947, is surely one that should have been supported analytically or em¬ 
pirically. With the income distribution that would result from a completely 
neutral fiscal policy, woiild there not be some people too rich to spend all their 
incomes? And wliat of such institutions as life insurance, which accounts for 
more than half of personal savings in the United States and Canada ? Is it certain 
that premiums would drop too (benefits plus costs) if insurance companies had no 
investment outlets except government bonds ? Perhaps what Professor Schum¬ 
peter means is that the “ hostile environment *’ prevents conspicuous consump¬ 
tion, as well as new investment ventures, and that people would find means of 
spending their incomes, no inatter how high, in the absence of such a “ hostile 
environment.** 

^ R, F. Harrod, Toiparda a Dynamic Economics, London, 1948. 

* For a more comprehensive analysis of Harrod*s theory, vide B. Higgins, 
“ Towards a Djmomic Economics,** The Economic Record, December 1948. 

® Harrod*s is a rather complicated concept. It is the percentage rate of 
increase in national income that leaves entrepreneurs in subjective ex post equili- 
briiun, and so perpetuates the same rate of growth. 
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nature of departures from a full-employment-without-inflation 
rate of growth appears more clearly in Harrod’s model. Harrod 
is also able to make a somewhat more useful application of his 
equations to the trade cycle than could be claimed for the model 
presented here. 

On the other hand, Harrod's equations are not really opera¬ 
tional ; they isolate no fundamental causal relations. In particu¬ 
lar, they j)rovide no explanation of investment decisions, nor 
even of the fundamental “ warranted rate of growth.” Also, his 
discussion of the casual relations behmd the equations, while it 
is essentially along the lines of Hansen’s thesis, leaves out discovery 
and develoi^ment of new resources (the geograj)hic frontier) ^ as a 
factor in economic growth. There seems no good reason for this 
omission from a general theory of trend. Development of 
‘‘ frontiers ” has been an important factor in economic growth in 
the past, and it is only by ignoring it that Harrod is able to exclude 
diminishing returns from the land as a factor limiting economic 
expansion. 

Doraar’s theory,like Harrod’s, is based on an equation for the 

“ equilibrium ” rate of growth : — aa. (/ is net investment, 

a is the marginal propensity to save and a is the increase in pro¬ 
ductive caj)acity due to net investment.) Domar’s formal pre¬ 
sentation, like Harrod’s, provides in itself no theory of investment. 
It amounts t.o saying that the volume of spending generated by 
investment must be sufficient to absorb (at profitable prices) the 
increased output made possible by investment, if equilibrium is 
to be maintained. It also shows, however, that if a and a are 
constant, investment must increase at a constant percentage rate 
for equilibrium to be maintained. The reason for this necessity 
is essentially that the rate of increased flow of goods and services 
depends on the rate of investment, while the rate of increase in 
income generation depends on the rate of increase in investment. 
In terms of our equations, it means that with a and a constant, the 

combined effects of and of K, T and L must be constant; and 
at 

it fixes this constant at a given percentage rate of increase. Thus 

^ I have endeavoured to dehiio the “ geographic frontier ” and to explain its 
importance for investment in “ Concepts and Criteria of Secular Stagnation,** 
loc, cit. 

® E. D. Domar, “ Capital Expansion, Rate of Growth, and Employment,** 
Ecortometricat April 1946; “ Expansion and Employment,” The American Econo¬ 
mic Reviewf March 1947; “Investment, Losses, and Monopoly’’ in Income 
Employment^ and Public Policy : Essays in Honour of Alvin H. Hansen, New 
York, 1948. 
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the more capital is accumulated, and the higher national income 
already is, the greater must be the absolute volume of net invest¬ 
ment ; and the absolute amount of net investment must expand 
at an increasing rate, if full employment is to be maintained. In 
an advanced society, where much capital is already accumulated 
and income is already high (and where a may be increasing as well), 
this is a tall order. 

Thus Domar’s formal theory, set forth in the first two essays, 
amplifies the Hansen thesis. The third of his triptych of essays 
contains the suggestion of a further supplement to the model set 
out above. In our model, trends in the efficiencj’^ of allocation 

of resources have been ignored. Domar suggests that (Op Oa) 

may be positive, not only because of increasing under-employment 
of labour, but also because of increasing excess capacity and 
waste of capacity, due on the one hand to growth of monopoly 
power, and on the other to increasing imperfection of foresight 
regarding innovations and consequent obsolescence. The growth 
of monopoly not only leads to increasing unemployment of 
capacity, but, by retarding innovation, causes unemployment of 
labour as well. Whether innovation takes the form of develop¬ 
ment of new techniques or development of new resources, some 
existing interest is injured; and if tliesc vested interests are pro¬ 
tected by strong monopoly organisations, innovations will be de¬ 
layed. Hence the importance of the New Firm, in a new field, 
with no existing vested interests to displace. 

Kalecki’s theory of trend has the advantage of isolating the 
major factors determining the trend in investment, which is in 
turn the primary determinant of the rate of economic expansion.^ 
In his system, “ the chief determinants of investment in the long 
run ” are “ changes in capitalists’ consumption, rentiers’ savings, 
and innovations.” In contrast to the Domar and Harrod models, 
Kalecki’s theory of trend incorporates the effects of time-lags, 
although these are naturally less important in liis trend theory 
than in his cycle theory. 

All the ‘‘ chief determinants ” are likely to lose force in an 
advanced capitalist society. The “ stable part of capitalists’ 
consumption,” A, increases, after a lag, with capitalists’ wealth 
and income. But capitalists’ income does not rise proportionately 
with output, because of the growth of overhead costs as capital 

accumulates; a positive ^ may not raise profits; and with 

1 M. Kalecki, Studies in Economic Dynamics, London, 1943, Chapter 6. 
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increasing concentration of capitalists’ wealth and income, 

may be negative even if profits have been rising in the past. For 
all these reasons, in a mature economy (one with high income and 
(lA 

much capital) is likely to be negative. Schumpeter’s 


d-A. 

hostile environment ” would add to the forces making 

negative, by discouraging conspicuous consumption. Rentiers' 
savings cause negative long-run investment by their very existence, 
by increasing entrepreneurs’ indebtedness. Innovations, unless 
capital saving, tend to raise investment, but their effectiveness in 
this respect is reduced by the trend towards monopolisation and 
“ mechanisation of progress.” 


In our model a negative 


dA 

di 


would show up in equation (5a) as 


a reduced value of - v at any point of time and a negative 

dL dL 

A rising trend in rentiers' savings and the accompanying increase 

in entre})reneurs’ indebtedness through time would reduce <f> with 

# • • 

respect to all the independent variables (L, K and T), and would 
mean that ^ would be negative. The retardation of technological 

progress would mean that ~ would be reduced, and that 

dT dT 

d^T 

would be negative; and might also mean that would be 


negative. 

Kalecki’s model also elaborates the effects of a constant rate 
of technological progress; it will not in itself produce expansion, 
and would leave a stationary state stationary; but in an economy 
exi)anding at a given rate for other reasons, a constant rate of 
technological progress will tend to perpetuate that rate. 

Thus Kalecki’s model docs not in any way contradict Hansen’s 
theory of increasing under employment, but amplifies and supple¬ 
ments it. 

Professor Keirstead’s theory of trend also makes economic 
development dependent upon innovation, a moving frontier and 
population growth, with the main emphasis on innovation.^ 
Keirstead prefers to treat discoveries of new resources (movement 
of the frontier) as a type of innovation; this treatment does not 
alter the argument fundamentally, but has the disadvantage, 
already noted, of making it less apparent that when the rate of 


1 B. S. Keirstead, Th^ Theory of Economic Change, Toronto, 1948. 
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discoveiy and development of new natural resources slows down, 
expansion becomes increasingly dependent on technological 
progress. 

Keirstead accepts the theory of increasing under-employment 
in general, but stresses growth of monopoly as a factor reducing 
the expansionary effects of innovations. Accordingly, he criti¬ 
cises Hansen and his followers (not altogether justly) for concen¬ 
trating on compensating for undesirable trends, rather than seeking 
policies to remove the causes of stagnation, by stimulating popula¬ 
tion growth, encouraging innovation and reducing the degree of 
monopoly. The general theory of trend, how^ever, is the same as 
Professor Hansen’s. 

The novelty in Professor Keirstead’s treatment lies in his 
synthesis of aggregative effects with the behaviour of particular 
firms and industries, and in his integration of the theory of indus¬ 
trial location wdth the theory of economic growth. Professor 
Keirstead explains how economic growth in one part of an economy 
is likely to cause decline in otheis, leading—in the absence of 
perfect competition and perfect mobility—to structural unem¬ 
ployment. An odd remark or tw^o of his also suggests a simple 
link between the theory of the Kondratieff cycle and the theory 
of trend; given the trend factors (population grow^th, rate of 
discovery of new resources, etc.) the Kondratieff cycle becomes a 
matter of changes in the rate of '‘linked advance” (chains of 
innovations). In our own model the Kondratieff cycle w^ould then 
consist of changes in T from exogenous factors, other factors 
remaining constant. 

JV 

All economists who have recently devoted special attention to 
the theory of economic development seem to agree that the 
capitalist organism will tend to lose its vigour at some stage, and 
that increasing under-employment w ill be one symptom of senility 
in capitalist economies. Indeed, not even the critics of the theory 
of increasing under-employment have sought to deny that, other 
things being equal, a decline in the rate of population growth, or in 
the rate of development of new^ resources, or in the rate of techno¬ 
logical progress, will tend to reduce net investment. Nor have 
they endeavoured to fly in the face of facts to the extent of arguing 
that rates of population growth and discovery of new resources 
are not declining in the Western democracies. What they have 
argued, in effect, is that other things are not equal, and that 
the inequality of other things tends to offset the deleterious 
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effects of declining population growth and disappearance of the 
frontier. 

What could these “ other things ” be ? 

First of all, there are the possible offsetting factors that have 
been deliberately excluded from our model: — in equation (3a) 
may be negative, and large enough to nullify the effects of a grow¬ 
ing deflationary gap; ^ ^ ^ in equation (4) may be 


negative and significantly large; in equation (5a) may be 

positive, and big enough to offset the combined effects of declining 


dr ’ dt 
dO p 
dt 


rates of growtli in L, K and T and of capital accumulation; or 


dt 


7nay be positive, and largo enough to offset all factors affecting 
investment unfavourably. None of these conditions seems very 
likely, but they cannot be considered imi)Ossible without more 
knowledge than we now have. 

The classical theory, which has been reiterated as an argument 
against the theory of increasing under-employment, argued in 
effect that a tendency for savings to exceed investment would be 
neutralised by a fall in the interest rate. It seems likely that a 
fall in interest rates would reduce saving out of given incomes 
somewhat; ^ but it is highly improbable that any feasible fall in 
interest rates could offset the effects of a fall in income of any size,^ 
Moreover, to be effective in combating trends leading to unemploy¬ 
ment, interest rates must be continuously reduced. There is little 
indication of an “ automatic ” tendency for interest rates to fall 
all the way to zero—let alone below zero. Interest rates below 
zero really constitute subsidies to private investment, which only 
governments can undertake, and which are among the remedies 
proposed (with qualifications) ^ by the exponents of the theory of 
increasing under-employment. There is the possibility, already 
noted, that C{Y) may rise as a result of increasing under-employ¬ 
ment; but this fact, if clearly established, obviously could not 
disprove the Hansen theory. There seems to be no other reason 
to expect the propensity to save to fall through time. True, a 


^ Cf. Harrod, op. cit., pp. 41-61; Higgins, “ Towards a Dynamic Economics,” 
op. cii., pp. 177-179, and ‘ ‘ A Diagrammatic Analysis of the Supply of Loan Fimds,’ * 
Ecojiometrica, January 1941. 

* Cf. L. Klein, The Keynesian KevoltUion, Now York 1947, pp. 84-80 and 
202-204. 

* Cf. M. Kalooki, op. dt, “ Full Employment by Stimulating Private Invest¬ 
ment ? ” Oxford Economic Papers, No. 7, March 1945, 

No. 238 —^VOL. liX. 


T 
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declining rate of population growth means an ageing population, 
and the aged are net dis*savers; but so are children.^ Here 
again, however, more empirical research is needed. 

Similarly, according to classical theory, as reiterated by certain 
critics of the theory of increasing under-employment, a fall in 
interest rates would raise Recent evidence, empirical and 

o j 

analytical, suggests that it w^ould, but not much. That is, ^ is 


small, ^ is small and x— . 

at dr (It 


is so small that we did not include 


it in equation (5a). Still, this controversy cannot be considered 
completely closed. 

Another thing that may not ‘‘ remain equal ” is the rate of 
technological progress. The facts here are not clearly established, 
and are not easily discovered. All that can be said is that when 
the Schumpeter, Homar and Kalecki arguments are added to the 
Hansen argument, it seems highly improbable that the rate of 
technological progress could inc'^case fast enough over a long 
period to offset a decline in the rate of population growth and of 
discovery of new resources. There is certainly no automatic 
tendency for it to do so. A constant rate of technological progress 
tends to cause a growing deflationary gap. As argued above, a 
dT 

constant will not in itself call forth net investment; but it will 


raise real income, and thus raise savings, for any level of employ¬ 
ment. Moreover, as equation (2a) shows, the deflationary gap 
(Op — Oa) varies directly with the level of technique. Even if 

dT 

(8 — I) is constant, a positive will, other things being equal, 

result in a growing gap between potential and actual levels of 
national income. During the 1020’s, the flow of capital-absorbing 
innovations, together with the replacement wave launched by 
World War I, was apparently enough to liide any trend towards 
increasing under-employment in most countries; but these were 
cyclical, not secular, forces. Empirical research, in which 
technological progress was isolated and measured over a long 
period to discern a trend, would be very helpful in assessing 
the possibility of a rapidly increasing rate of technological progress; 
but since technological progress depends partly on the growth 
of scientific knowledge and partly on entrepreneurial expectations, 

1 Of course, the propensity to consume out of national income may bo affected 
by policies regarding social security, taxation and so forth. Our purpose here, 
however, is to develop a pure theory of trend that wordd provide a basis for econo¬ 
mic policy; such a theory must obviously abstract from the effects of policy. 
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econometric research may not give us a final answer to this 
question. 

Finally, critics of the thesis suggest that if it were not for 
“ frictions,” certain things that now ‘‘ remain equal ” (more or 
less) but should not, such as wages, would adjust themselves so as 
to eliminate unemployment. This controversy is an old one; my 
own assessment of it is presented elsewhere.^ But whatever may 
be said for wage-flexibility as a device for curing cyclical unemploy¬ 
ment, there is very little indeed to say for it as a measure to elimi¬ 
nate secular unemployment; for, as Harrod points out, as a long- 
run policy wage-cuts would have to be continuous. Even if such 
a policy were not morally and politically unacceptable, it w^ould 
be of doubtful merit because of its probable tendency to reduce 
the propensity to consume, and so aggravate the forces of 
stagnation. 

V 

There does not seem to be any very strong argument against 
the theory of increasing under-employment, provided the validity 
of the long-run investment equation is granted. On the other 
hand, the critics may have been too kind in granting the Hansen 
argument that ijojiulation growth, discoveries of new resources 
and technological progress are the main long-run causes of net 
investment. The hypothesis that population growth stimulates 
net investment, especially needs more careful investigation. As 
Kalecki points out, population growth will not raise profits (and 
so investment) it raises consumption as well. Historically, 

consumption and population have increased together. Additions 
to population have always been provided with some income, at 
least in Western caj)italist countries; children have been looked 
after by parents, the aged by their children, and people of all ages 
unable to earn enough to keei) alive have been provided with in¬ 
comes by private charity or by the State. The i)rovision of in¬ 
come to those unable to support themselves seems to have been 
partly at the expense of savings. For these reasons, perhaps, 
entrepreneurs may have come to expect that growmg population 
will broaden their markets, and the rate of population growth may 
act directly on investment through its effects on entrepreneurial 
expectations. Also, population growth acts directly on certain 
current data, such as trends in real-estate values, which influence 
investment decisions directly. Finally, people are workers as well 

^ B. Higgins, “ The Optimum Wage Rate,** Review of Economics and 
Statisticst May 1949. 
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as consumers, and a growing population permits capital to be 
accumulated without increasing the ratio of capital to labour, and 
so reducing the marginal productivity of capital. Nevertheless, 
the precise process by which ])opulation growth generates invest¬ 
ment needs further examination—historical, statistical and 
analytical. 

The process through which innovations and discoveries of new 
resources create net investment will also bear re-examination. 
Innovations displace old commodities and techniques, new re¬ 
sources displace old ones; is the net effect necessarily favourable ? 
There are plausible reasons for thinking it is; innovations or dis¬ 
coveries of resources may bring temporary monopoly gains, 
accelerated replacement and a lifting of the propensity to consume. 
Are any of these results logically necessary ? Pure competition, 
with complete freedom of entry and fluidity of capital, would 
eliminate any prospect of monopoly gain; accelerated replace¬ 
ment may not cause expansion if it is foreseen, and existing plant 
is accordingly written off more quickly—the result will depend on 
the net eflect on ex ante savings and investment period by period; 
and there is no assurance that the attractive new commodities will 
be bought at the expense of savings rather than other items of 
consumption. A large number of “ case studies,’' providing de¬ 
tailed information on the precise effects of particular innovations 
on investment in the new industry, in related old industries, in 
displaced industries; on the level and pattern of consumer spend¬ 
ing and saving, on monopoly power and on profits, would be very 
helpful.i 

Meanwhile, it appears to the present writer that the onus of 
proof is on the critics of the theory of increasing under-employment. 
The theory cannot be said to be proved; there are conceivable 
conditions, outlined above, that could make it wrong. However, 
with present knowledge, the assurajjtions on which the theory is 
based seem more plausible than the assumptions that would make 
it wrong. 

Benjamin Higgins. 

University of Melhoxime^ 

Australia. 

' A useful beginning in this direction is made by L6on H. Dupriez, Dea 
Mouvements tconomiques OirUratex. Louvain 1947, Part II, pp. 219-552. The 
classical theory of stagnation, especially J. S. Mill’s version of it, is worthy of re¬ 
consideration in this context. If population is no longer growing, the marginal 
efficiency of capital has fallen to the minimum necessary to make replacement 
worth while, and pure competition exists, it seems quite plausible that techno¬ 
logical progress would lead simply to more and more displacement of labour, 
increased leisure and “ cultivation of the Arts,” rather than to net investment. 



THE SPRINGS OF TECHNICAL PROGRESS IN 
BRITAIN, 1919-39 


Tms article is an offshoot of a larger study, on which I have 
for some time been engaged, of the British economy between the 
wars. Before a definitive economic history of the inter-war period 
can be written, many sources of information at present private 
will have been opened, and a whole generation of research workers 
will have had to sift the material. My own study is essentially a 
preliminary survey which will I hope serve to point some of the 
questions to be answered, and to guide the researchers’ inquiries. 
But it is all too clear to me that even this preliminary survey will 
not be ready for publication for some considerable time, and it 
has therefore seemed worth writing the present notes on an aspect 
which should have more attention than it has been receiving. 
Some of the economic historian’s questions about inter-war 
Britain are already fairly well understood—on the international 
trading position and on monetary policy, for example. Technical 
progress, on the other hand, is a matter that has been pushed into 
the background. Worse than that, it is almost being denied in 
pronouncements which, for one reason or another, emphasise 
‘‘ stagnation ” and lack of enterprise ” in British industry 
during tlie ’twenties and ’thirties. While perhaps fair enough 
within their contexts and not misleading to those whose memories 
hold dii'ect knowledge of the rapid changes of the period, such 
statements do run the risk of misleading a younger generation. 
A new generation of economists, economic historians and (worst 
of all) political economists who believed literally in the stagna¬ 
tion ” of British industry between the wars, W'ould be a disaster 
w^hich I must strive to avert. My main purpose in this article is 
not, however, to chronicle the technical changes—that would be 
too long a story—but to survey the factors which appear to have 
had important effect on the rate of change.^ 

Technical progress in the period was in fact spectacular. 
Measurements of productivity over the whole field have not, 
hitherto, been worth much, but a cautious authority has thought 
fit recently to quote an estimate of 50% for the average rise in 

^ In preparing this article for publication, I have been saved from error on 
certain technical matters by comments from Professor H. J. Emelous and Dr. T. P. 
Hoar (of Cambridge) and Professor T, S. Ashton (of London), and I gratefully 
acknowledge their kindness in reading my first draft. 
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output per man-hour between 1914 and 1931.^ Change was 
manifest to the man-in-the-street, particularly in the motor car, 
the aeroplane, the radio, electrification, artificial silk (its younger 
plastic brothers were only just becoming known) and mechanisa¬ 
tion here, there and almost everywhere. These manifestations 
had their roots in comparatively few major developments, spring¬ 
ing mainly from the first decades of the century, infinitely elabor¬ 
ated in practical application in many directions. The oldest of 
the innovations were the internal-combustion engines (both petrol 
and diesel types) and those bearing on the generation and trans¬ 
mission of electricity. A less spectacular item came from the 
bicycle—the use of ball-bearings in machines where high speeds 
were involved. Then a little later there were in metallurgy two 
developments amounting to a revolution. First of these was the 
invention of manganese steel and stainless steel, the two outstand¬ 
ing forerunners of a long and extraordinarily fruitful series of 
new alloys, both ferrous and non-ferrous. Secondly, the other 
basic problem which has faced metallurgists throughout the ages, 
the problem of jointing, came to be widely dealt with by welding, 
which, though not altogether new, was newly appreciated and 
applied over a wide field. Chemists discovered the possibilities 
of new processes at extreme temperatures and iiressures, and 
catalytic methods spread rapidly. Lastly, among these basic 
innovations we should include a change due to no single invention 
but to a host of minor inventions that made possible precise 
measurement and control of industrial operations where rule of 
thumb had previously prevaiJed. 

Those fundamental changes—^the internal-combustion engine, 
ball-bearings, the new alloy metallurgy, welding, the new chemical 
processes and precision control—were by no means independent 
of each other. Advance in one direction depended, again and 
again, on advance in another direction. The typical new pro¬ 
ducts of the age were made possible by progress along three or 
four or even all of these lines. The motor car of 1939, for example, 
depended not only on the internal-combustion engine, but also on 
the new high-speed multiple maclune tools that depended on ball- 
bearings, the new alloy steel and the electric furnace; on the 
new ferrous alloys; on plastics for fittings and trimmings; and 
on electrical power at every turn. Again, the elaboration of the 
new ‘‘ special-purpose ” steels and non-ferrous alloys was facili- 

^ Professor G. C. Allen, in the Westminster Bank Review, August 1948, cf. 
L. Rostas, Comparative Prodiictivity in British and American Industry, p. 43. 
(“ In these 13 years [1924-37] output per wage earner in manufactxu-ing increased 
by about 37 per cent.**) 
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tated by the use of the electric furnace,^ and the employment of 
these new metals sometimes depended on electric-deposition 
methods, metal-spraying pistols, welding and other devices for 
repairing, facing or '' tipping ” metals. The reaction of the new 
metals on engine design was already perceptible in 1925.^ Later 
they were to be one of the basic factors in the construction of the 
new high-speed machine tools (particularly in providing better 
cutting edges and points). In all stages of the processing and 
transport of food the new metals were revolutionary. For 
chemical engineering the successes in the struggle against corro¬ 
sion, and tho production of immensely strong metals which could 
resist extreme temperatures, were vital to the new processes in the 
chemical industries—particularly in the petroleum refineries.* 

There were also innovations which, though they did not have 
the wide ramifications of those already mentioned, were important 
in one particular line of production. In shipbuilding, for example, 
hull design changed radical^ about tho end of tho war, and this 
change combined with the marine-engineering advances (which 
released much fuel space) to make ship construction profitable 
despite the glut of ships. Improvement in steam-engines for all 
purposes—the use of high pressures and “ superheating —was 
more rapid than it had been for decades. The use of reinforced 
concrete greatly improved the products of the civil engineers— 
tho docks, harbours and bridges that British engineers were erect¬ 
ing not only in Britain but also in most countries of the world. 
In the consumption-goods trades, strides in food preservation 
made possible a more varied yet cheaper diet over the w hole year, 
while the new hosiery machines combined with artificial silk to 
make the ‘‘ silk ” stocking that revolutionised the appearance of 
the working-class girls. “ The radio ’’ came to give them new 
entertainment and perhaps a good deal more as well. 

It is, of course, true that in many of these items—tho radio for 
instance—the pace of innovation was set in foreign industry rather 
than in British industry. There were others—^shipbuilding and 
marine engineering especially—^where the pace was set by Britain. 
In still others—in the new metallurgy particular!j’'—Britain 
sometimes led and sometimes fell behind. When people say that 
British industry was “ stagnant ” they often mean merely that 

^ The electric furnace had the advantage of yielding a product comparatively 
free from non-metallic inclusions, and this was useful in tho new alloy steels 
which were disastrously spoilt by such inclusions. 

• The Times Trade Supplement (hereafter referred to as T,T.S.), 6.10.34 
(Constructive Economics Section). 

® See, e.( 7 ., T.T,S, 16.12.33 (Re-equipment Section). 
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Britain was predominantly in the rear. To determine whether 
Britain was in fact more in the rear or in the van would be a vast 
study in itself, and I cannot attempt it here.^ What I am anxious 
to point out is that even when Britain fell behind, the changes in 
Britain were yet, in many directions, rapid, and the consequences 
for the standard of living and for working conditions were sub¬ 
stantial. If technical progress in automobile production was a 
peculiarly American contribution to world economics, it remains 
true that in Britain too the exploitation of the internal-combustion 
engine in private cars, in buses and in commercial vans and 
lorries made for more spectacular transformation in material 
conditions than any other single factor : it contributed to the 
redistribution of industry, the sprawling of towns far into the 
adjacent countryside,* the new shape of retail trade, the break of 
the railwa 3 ^s’ monopoly and many other changes both agreeable 
and disagreeable. Imitation of the foreigner is not as enterprising 
and is probably not as profitable as leading the world, but it can 
none the less “ deliver the goods.’' In the long story of technical 
progress between the wars, imitation of the foreigner plays a large 
(and easily overestimated) part. But this story is too long to tell 
now (even had I the knowledge), and in the remainder of this 
article I shall ignore imitation of the foreigner and consider how 
other factors were prompting invention and innovation in British 
industry. 

Technical progress alwaj^s finds some stimulus in the distor¬ 
tions of war-time demand and supply, and the First War was 
no exception. In many directions the effect of war was to 
accelerate rather than to innovate development—aircraft and the 
motor lorry provide the outstanding examples. Wireless-trans- 
mission valves, developed primarily for naval use, and aluminium 
working, for aircraft and for other military and naval uses, were 
developments on a comparatively small scale, but sufficient to 
prompt development for peace-time purposes before the spectacu¬ 
lar growth during the Second War. There were others less ob¬ 
viously related to war conditions. Chief among these was 
automatic welding, which became of widespread importance in 
engineering of all kinds. Its rise originated in Admiralty needs.^ 
The vibration and shock due to gunfire used to work rivets loose, 
so that many of the rivet-holes in the bulkheads would cease to 

^ The question, of course, bears on the problem of Britain’s international 
trading position. 

2 The '’automatic electric welding” process was patented by Mr. L. J. 
Steele, Electrical Engineer at Portsmouth Dockyard, and Mr. H. Martin (T.T,S* 
17.12.21 and 14.10.22). 
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be watertight. Welding provided a joint which would remain 
completely watertight. Merchant ships do not have to stand the 
same shocks, but they do have to suffer some, and it was inevitable 
that the new process, which quickly proved economical of a 
particularly onerous type of labour, should be applied far more 
widely than the original extraordinary need would have suggested. 

In three branches tlie chemical industry received special 
stimulus from war conditions.^ In petroleum chemistry it is, of 
course, impossible to separate the stimulus of the First War 
from that which growth of motors and aircraft would anyway 
have occasioned. What is certain is that by the middle ’twenties 
systematic investigation of the chemical and physical properties 
of crude oil had “ brought about a wider outlook and indicated 
the immense possibilities latent in petroleum.” ^ Britain had 
already become an exporter of the refined material, and the mani¬ 
fold development of new hydrocarbon products was in prospect. 
The third branch to benefit especially was the new solvents 
industry, which grew rapidly in the Hull district and else^where. 
It is said ^ that the major impetus to its growth was the necessity 
of getting rid of surplus war stocks of certain materials. Five 
products derived from the fermentation of molasses—ethyl acetate, 
amyl acetate, butanol, acetone and acetic acid—became rapidly 
bettor known and found uses in rayon, varnishes, explosives, 
leather manufactures, synthetic resins, confectionery, perfumery, 
cosmetics, measuring instruments and a host of other products. 
The war had also given a direct stimulus to certain plastics, in 
which these solvents were so important: for instance, it was the 
war-time need for a non-inflammable coating for aircraft that laid 
the foundation of Biitain’s cellulose-acetate industry.^ 

The war was also responsible for great impetus being given to 
organised research. Quite early in the war it was realised that 
Britain had fallen behind foreign rivals (particularly Germany) in 
the application of science to industrial problems, and that this 
laggardness was proving a handicap in the development of 
Britain’s war potential. The Government accepted the view that 
it should take immediate steps to promote scientific research in 
industry, and in July 1916 a department (which in 1916 became 
the Department of Scientific and Industrial Research) was founded 
for this purpose. This Department tackled the problem along 
two lines. Its preferred method of attack was to help industrial- 

1 T.T.S. 4.3.22. 

* T.T.S. 26.11.27 (Chemical Section). ® T,T.S. 9.37. 

* A minor development accelerated by investigations into the problems of 
gas warfare was in the preparation of activated charcoal. 
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ists to form their own Industrial Research Associations, whose 
progi’ammes were, on certain conditions, subsidised from govern* 
ment funds. Among the industries whose research associations 
were aided in this way were various sections (mostly highly 
specialised) of the metal and engineering trades, textile and 
leather industries, the glass industry, laundries, flour mills, con¬ 
fectionery and food manufacture. Secondly, the Department it¬ 
self undertook certain research work which was considered of 
national importance, but which for one reason or another was 
unsuitable for comprehensive attack by private enterprise.^ 
Under this heading came the direct work of the Departments 
research stations, in fuel utilisation, food storage, fundamental 
physical problems and building materials and methods. 

For this development the ground was already being prepared, 
in a small way, by the technical departments of some of the pro¬ 
vincial universities. A notable example was at Sheffield, where 
the tradition in the cutlery industry had been strongly individual¬ 
istic. The University’s Department of Applied Science made 
itself the centre of co-operation between some of the more en¬ 
lightened firms, so that when in 1920 the British Cutlery Research 
Association was founded under the D.S.I.R. scheme, it was able 
rapidly to develop a programme which was already in 1921 bearing 
useful fruit.® In the glass-making industry, too, Sheffield Uni¬ 
versity was giving a lead and was finding the manufacturers ready 
for organised research—research that had an important place in 
the supersession, by automatic and semi-automatic machinery, of 
the old laborious methods.® The textile research associations of 
Yorkshire also found inspiration and practical help in the local 
universities and technical colleges. In the foundry trades, where 
old methods were djnng hard, research meant the co-operation of 
the research associations with the National Physical Laboratory 
(a D.S.I.R. establishment) and the Universities of Birmingham 
and Sheffield and University College, Swansea. In other cases 
the work was organised by established technical organisations— 
the Institute of Mechnical Engineers was carrying out research on 

^ This passage is based on the D.S.I.R. Momorandum on State Assistance to 
Research in Industry^ in Factors in Industrial and Commercial Efficiency issued by 
the Committee on Industry and Trade, 1927 (pp. 306 et seg.). 

* J27.g., a machine, made to the Research Association’s order, for boring tang> 
holes in knife handles. This machine, operated by girls, gives perfectly uniform 
results, in contrast to the irregular products of the former highly skilled and 
dangerous work of men. (T.T,S. (B.I.F. Section) 26.2.21.) 

» T.T.5. 26.3.21 and 4.2.22 (Industrial Yorkshire Section). Sheffield University 
was doing useful work on metal springs, the causes of failure in wire ropes, “ creep ” 
in metals, and low-temperature carbonisation {T,T.S, 12.12.31). 
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cutting tools and on steam-nozzles, for example, while the In¬ 
stitute of Metals had a “ Cofrosion Sub-committee,” whose annual 
reports bear witness to co-operative effort over a long series of 
years. 

Parallel with this development of organised co-operative 
research, there was decided growth of private research inside or 
on behalf of individual firms. In 1925 ^ it was said of the steel 
industry, “ all the great works have laboratories where problems 
incidental to their own branches of trade are dealt with. The 
Brown-Firth laboratories [where the early work on stainless 
steel was done] are good examples of individual initiative in this 
connexion.” In 1934 the United Steel Co. at Sheffield opened a 
huge central research department at Stocksbridge. Progress in 
diesel-engine design was largely the result of “ painstaking 
researches of many individuals in private experimental establish¬ 
ments and technical colleges.” ^ In the chemical industry 
revolutionary changes—^t/he extension of electrolytic methods, 
the use of very high and very low temperatures, the great increase 
in the use of solvents and of catalysts—were resulting from 
private industrial research, often developing from fundamental 
research in the university laboratories.® Apart from these rather 
special cases of steel and chemicals, where the industrial concerns 
were unusually large, purely private research did not get much 
publicity. It was the work of the industrial research associations, 
often on the basis of fundamental research in D.S.l.R. establish¬ 
ments or universities, that naturally found its way into Press 
reports. It is difficult for anyone outside industry to judge how 
far the weight thus given to co-operative research fairly represents 
what was happening. Results—^for example, the improvement 
of the petrol-engine—are evidence of a great deal of private work 
going on inside the individual firms. The willingness with which 
the work of the research associations was promoted is itself evi¬ 
dence of a disposition to rely rather on scientific research than on 
the old rule-of-thumb methods. It would be strange indeed if this 
disposition (of which there* is also a good deal of independent 
evidence) did not manifest itself inside the firm (especially the 
engineering film) as well as round the table of the research associa¬ 
tion or the technical institute. 

We can conclude that there was during the period a great 
growth of scientific research into industrial problems, that this 

^ In T,T.S, Anmud Engineering Review, 24.1.25. 

* T,T,S, 3.36 (Diesel Power Section). Marine-engineering firms were already 
deep in research on diesels in 1920 (17.12.21, Engineering Supplement). 

» T.T.S. 9.37. 
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growth had its immediate origin largely in government policy in 
facilitating the use of industrial research associations, and that 
there was also, inspiring the whole movement, the spread of a 
more scientific attitude in both new and old industries. This 
industrial research was getting important results, improving the 
products of industry, reducing the burden of disagreeable manual 
work and strengthening the competitive position of British ex¬ 
porters. But we must be cautious in this last conclusion, for, 
although there was a very marked change in Britain, it was a 
movement in which Britain was late in the field, and in 1927 the 
Balfour Committee was obliged to point out that British expendi¬ 
ture on organised industrial research was completely dwarfed by 
figures from the United States and Germany.^ Quantitative 
comparisons perhaps exaggerated the difference—^it is difficult to 
overestimate the importance, to the whole metallurgical field, of 
the work done by a handful of men in the private research estab¬ 
lishments of the Sheffield steelmakers; and Britain was at any 
rate in this period making a conscious effort to remedy her 
shortcomings. 

This research effort was guided along lines determined some¬ 
times by the emergence of a new demand (frequently itself the 
result of the cheaiiening of a complementary good), sometimes by 
the sharpened competition of an alternative good, sometimes by 
the expensiveness of a material (fuel economy was one of the 
important stimuli in these years) and occasionally (in the chemical 
industries) by argument from fundamental principles. Where 
chance did have some part in determining the course of invention 
it was because it revealed the possibilities of achieving an end for 
which there was an obvious demand. Although perhaps the 
phrase “ Necessity is the mother of invention ” gives too simple a 
view, at least we can say that in the inter-var period the course of 
technical improvement was in large part dictated by market con¬ 
ditions, The following paragraphs indicate some examples of the 
influence of various market conditions in particular cases. 

^ Factors in Industrial and Commercial Efficiency, pp. 318 e/ seq. In ]929 the 
Balfour Committee could still be highly critical of the industrialist’s attitude. 
Cf. the following strictures from p. 218 of its Final Report (Cmd. 3282 of 1929): 
“ Before British industries, taken as whole, can hope to reap from scientific 
research the full advantage which it appears to yield to some of their most for¬ 
midable trade rivals, nothing less than a revolution is needed in their general out¬ 
look on science; and, ... in our opinion it is the imperfect receptivity to¬ 
wards scientific ideas on the part of British industry which is at the moment the 
main obstacle to advance, and a change in this attitude would open up prospects 
of development which are at present beyond the range of possibility.” News¬ 
paper reports in the ’thirties suggest that those strictures would have been much 
less just in 1939. 
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Necessity’s motherhood is seen in its most simple form when 
the normal method of satisfying a demand has become unusually 
expensive and a cheaper substitute is sought. It was in this way 
that the successful search for synthetic menthol began/ and the 
high price of natural perfumes stimulated the evolution and 
production of synthetic perfumes by British manufacturers.^ 

The influence of the final consumer’s desire for some advantage 
not previously enjoyed at all is exemplified in the woollen indus¬ 
tries, which for a very long time sought to make woollen goods 
proof against shrinkage. Eventual solution of the problem came 
after prolonged laboratory work, when it was found that in 
narrowly limited conditions an effective process could be used. 
“ Unshrinkable ” woollens arrived, that is to say, partly be¬ 
cause people had always wanted them, partly because a scientific 
attack on the problem was made and partly because the inter-war 
industrialist began to appreciate the possibilities of accurate 
control of processes and conditions.^ More frequently demand 
showed itself as a final producer’s demand for a solution by the 
engineers of new or old j)roblems in the factory. Here again 
examples are aft'orded by the textile industries. Of the relatively 
few changes in textile machinery during the period, most were in 
one way or anotlier connected with the adaptation of machines to 
suit the properties of artificial silk.^ New solutions for older 
textile problems were also being found : in 1925 a new heavy 
loom extended the range of cotton cloths that could be made on a 
large scale.® The technique of road construction was revolu¬ 
tionised because the motor car tore the roads to bits, and the 
motorists called for more and better roads; but it is notable that 
the new technique exploited the recent advances in electrification, 
in machine tools, in the chemical industries and in many other 
directions. The new chemical processes, and particularly their 
new scale and the new emphasis on accurate control of product 
content, presented the chemical engineers with more imperious 
demands for plant that would resist corrosion and heat, and so 
helped to give direction to the search for new metal alloys.® The 

' 1\T.8, 16.2.24. * T,T.S, 1.11.24. 

3 T.T.S. 10.39 (Wool and Wool Textiles Section). 

* T.T.S, 13.8.27; 26.2.28 and especially 17.12.24. Artificial silk called for 
“ comparatively gontle treatment,’* and many changes in winding and other 
machinery were consequent upon this. 

® This invention came from a young engineer who claimed that his success 
was becaiise of his “ newness ” in the field “ and the fact that he was not obsessed 
by tradition have enabled him to plan a new type of loom construction from the 
floor up ” (T.T.^. J 3.6.26; see also 3.10.26), 

» T.T,S. 12.1.29, 21.2.31 (B.I.F. Section). 
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chemical industries were making substantial^ progress (by the 
development of organic solvents such as trichlorethylene) in 
dealing with the degreasing problems involved in electro-plating 
and other new metal jSnishes.^ In the development of new paints 
the researches depended on such a mixture of influences—con¬ 
sumer demand for better finish, new raw materials, new chemical 
knowledge of the properties of organic substances—^that it is 
difficult to say which factor predominated.® Of the multiplicity 
of ‘‘ special steels ” developed in the ’thirties it is easier to speak in 
simple terms : the general principles of using small additions of 
minor elements for getting particular results were established, and 
it was just a matter of evolving the particular combination of 
properties demanded for a particular use. A nickel-chromium 
steel wire was evolved for electric cookers, a nickel-manganese 
non-magnetic steel for turbo-alternators, another to stand the 
severe abrasion in mining machinery, and a host of special-purpose 
steels for the manifold demands of the new motor industry, for 
example.® In machine tools, the broad possibilities of imi)rove- 
ment depended on the cmifloyment of the new steel, of welding, 
of ball-bearings and of electric power, and the prototypes re¬ 
mained few; but the derivatives were exceedingly numerous,^ 
being adapted to the particular jobs to be done in particular 
branches of new and old industries. In work on steam-engines, 
the main incentives were, as we shall see, the competition of 
alternative engines and the desire to economise fuel, but in various 
details progress in one direction would demand progress in an¬ 
other. The full exploitation of vacuums by the steam-turbine and 
the greater interest in thermal efliciency, for example, led to closer 
study of the principles involved in condenser design and other 
parts of the work, and a gradual iinj)rovement in these directions.® 
Sometimes the stimulus to imi)rovement came not from a new 
demand but from the threatened loss of market to an alternative 
supply. The outstanding example of this during our period is 
provided by the steam-engine, where the competition of internal- 
combustion engines—^particularly the diesel engines—^stimulated 
improvement. A multitude of minor changes, applying long- 
established principles, were responsible in the ’twenties for results 
which ‘‘ would have been thought impossible a few years ago, and 
which would presumably never have been attained had it not 
been for the ever-increasing competition of the internal combustion 

1 T,T.S, 3.9.33. 

* T,T,S. 30.4.32 (British Industrial Paints Section). 

» Article, “ Metallurgist and Industry,” in T,T.S. 10.35. 

* T.T,8. 18-7.26. « T,T,S, 18.7.31. 
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engine.’^ Significantly the writer of these words went on to say : 
“ These developments have spurred on the designer of oil engines 
to further effort . . ^ It was the stimulus of competition that 

kept the three main types of marine engine—the diesel, the steam 
turbine and the reciprocating steam-engine—in a neck-and-neck 
race through most of the period. Similarly in communications— 
the competition of radiotelegraphy awoke the cable companies to 
the importance of improvement, and stimulated experiments in 
1920-24 which evolved the new type of cable laid from 1924 
onwards.2 

In accounts of the advantages of improved equipment, fuel 
economy (generally moaning coal economy) looms large. At first 
sight this is a little odd, since the period was one of surplus capa¬ 
city in coal production and through most of it coal was not 
extraordinarily dear, relatively to the general movement of prices.* 
But interruption of supply by labour disputes gravely incon¬ 
venienced users in the ’twenties, and the physical size of the stock 
necessary to protect an industrial consumer say from a three- 
months’ coal strike was a quantity which justified a search for 
ways of reducing the rate of usage. Another factor was the desire 
to reduce the heavy and disagreeable (and therefore increasingly 
expensive) work of stoking boilers. The smoke-abatement move¬ 
ment also operated, for technical reasons, as a movement for fuel 
economy.^ Lastly, the coal-economy movement derived some of 
its force from the competition with oil fuels : one of the principal 
advantages of the motor-ship was the relatively small space 
needed for fuel, and the reciprocating and turbine engines using 
coal could Impe to hold their own only if by fuel economy they 
could release space for more cargo.® 

In exceptional cases, in the chemical industry, the lines of 
research were set by the appreciation of the implications of newly 
established fundamental principles. This was a long business. 

Theoretical calculations indicated that in many opera¬ 
tions the utilization of high pressures would render the 

^ T/l\S, 2Q.\.2^ {Annual Engineering lieview), ■ T.T.S, 17.7.26. 

* Coal prices: Best steam Newcastle, end of 1913, 15^?. a ton; 1920, 42.?.; 
1924, 29j9.; Durham Best Gas, end 1924, 22s.; 1929, 16^. 9d.; 1935, 14#. lOd.; 
1938, 18#. lOJd. In the latter part of tlie period, “ high fuel costs were more 
frequently given as justification for fuel-economising innovations (see, e.g., article 
on Kngineoring Group at the British Industries Fair, T.T.S. 3.38). 

* See notes on a Birmingham exhibition, T.T.S. 11.9.26. 

® The importance attached to fuel economy may bo gauged from the fre¬ 
quency with'which it is mentioned as an incidental advantage of other innovations, 
as, e.gr., when ball-bearings were adopted in the heavy plant of railway workshops, 
and in wire-drawing mills (T.T.S. 20.1.23 Annual Engineering Beview). 
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technical synthesis of a number of important substances 
feasible. . . . Ammonia and methyl alcohol are good ex¬ 
amples ... in both instances just a decade elapsed between 
the beginning of the theoretical attack and research labora¬ 
tory experiments and the operation of the first industrial 
unit, the periods being 1903-13 for ammonia and 1913-23 
method alcohol synthesis.’’ ^ 

So originated the processes of the great Billingham works. 
The general idea of the use of catalysts was more and more widely 
applied in the industry. Similarly with the use of extreme 
conditions of temperature and pressure—^though it must be 
remembered that these processes depended upon few feats in 
chemical engineering rendered possible only by the new metal¬ 
lurgical products. 

Direction of research, towards ends that were for one reason or 
another desired, did usually bring results—even though, as with 
the chemical processes just mentioned, it might take a long time. 
But success did not invariably come. In textile machinery it was 
noted in 1925 that over a long period there had been innumerable 
patent applications evidencing expenditure on unsuccessful 
attempts to deal with a single problem.^ An examination of the 
patent records would no doubt reveal many other examples of 
“ the elusive invention.” 

While Fate sometimes seems to have set its face against a 
solution of a technical problem, it is equally true that pure chance 
often accelerated technical progress. The outstanding instance 
during this period was in the bleaching of wool, where chance 
circumstances almost overnight presented the industry with a 
solution of the problem of ‘‘ yellowing ” of wool by atmospheric 
action after bleaching by the old processes. The story is worth 
quoting at length : To the Wool Industries Research Association— 

“ a hosiery manufacturer submitted for examination a lady’s 
jumper, the front of which had faded very badly, although 
the dyestuff had been scheduled as fast to ordinary conditions 
of wear. The purchaser had worn the jumper while carrying 
out her ordinary household duties, which had included cook¬ 
ing with a gas-stove. It was found that the fading of the 
dyestuff was due to the sulphur dioxide from the burnt gas 
combining with the dyestuff to form a compound lighter in 
colour than the original dyestuff. ... A more detailed 
examination of this problem showed that the formation of 
these compounds between dyestuffs an4 sulphur dioxide 

^ T,T.S, 24.11.28 (International Chemical and Allied Industries No.). Also 
11.7.31, which includes notes on the Society of the Chemical Industry’s Jubilee 
Exhibition and a review of Miall’s History of the British Chemicol Industry, 
a T.T,S, 16.5.25. 
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only occurred when a critical amount of alkali was present, 
the concentration of alkali at which the formation of these 
additive compounds was possible being described as the 
active range. ... Of wider interest . . . was the applica¬ 
tion of this discovery to the bleaching of the natural colour 
of wool, which, by a suitable adjustment of conditions, was 
successfully accomplished. The bleaching so produced was 
found to be permanent to washing. . . . ” ^ 

And this is why nowadaA^s white woollen goods do not “ yellow 
with age ” comparatively quickly as they used to do. The entire 
combination of factors that was at work in this case is worth 
noticing. There was servicing ” by the manufacturer, in the 
sense that a consumer’s complaint was automatically made 
the subject of investigation. The problem was referred to the 
industry’s research association—one of those sponsored by the 
Government scheme. Thoroughly scientific work followed, and 
the principles established about fading (as a fault) were applied to 
a very old problem of bleaching (as a desideratum). The eventual 
})rocess depended upon careful control of conditions and quanti¬ 
ties—it was dependent on the new regard in which accurate 
measurement was held. Thus, although the innovation of 
“ permanent whiteness ” began with the chance action of a lady 
in a coloured jumper leaning over her gas cooker, the incident 
would not have had its beneficial results had there not been a 
scientific attitude, a research organisation and a recognition of 
the advantages of precision in industrial operations. 

Economists have often wondered whether the prizes held out 
by boom conditions or the attempts to reduce costs during the 
slump more powerfully stimulate technical progress.* To com¬ 
pare the frequency of invention in booms with that in slumps 
would be idle without an extraordinarily detailed knowledge of 
events, and I have no pretensions to such support for any general¬ 
isations. The writers in The Times Trade and Engineering Supple- 
rnent showed no awareness of academic interest in this question, 
but there were rare occasionsrwhen the connection between general 
trade conditions and the pace of technical change was briefly 
mentioned in the Anmml Engineering Review, In 1921 and 1922, 
and again in 1933 and 1934, the effect of depression was, it appears, 
to retard progress. The pressure to minimise cash expenditure 

' Quotation from T,T.S. 10.36 (West Riding Section). 

• Two important contributions to the disoussion are “ The Economic Theory 
Concerning Patents for Inventions,” by Sir A. Plant {Economica, 1934, p. 30) and 
ySorne Statistics of the Industrial Revolution in Britain, by Professor T. S. Ashton 
(Manchester Statistical Society, 1948). 

No. 238 —VOL. LX. u 
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made firms avoid costly experiments. A good* deal of quiet work 
on partially established lines would be going on in the drawing- 
offices, but new designs could not be tried out until trade revival 
brought new orders. This last point is more important than 
perhaps appears at first sight, since so much of technical improve¬ 
ment comes from the detection of disadvantages when previous 
ideas are applied to practice. 

I have no such clear indication of the effect of boom, but the 
Engineering Review of 1937 (published in January 1938) is com¬ 
paratively bare of new developments, the outstanding exception 
relating to the catalytic processes converting hydrocarbon gases 
—which was the fruit of many years of exj)erimental work. In 
machine tools and other fields where the gestation periods of suc¬ 
cessive small changes were relatively short, prosperous 1937 was 
singularly unprogressive. 1929 also appears to have lacked great 
change, but the stress laid (by the Engineering Review of the year) 
on the spread of scientific measurement and control, although 
mainly an indication of trend, makes one sceptical of the view 
that meticulous review of costs is confined to the depression 
years. 

If one is to build up some rash generalisation on the basis of 
these notes, the upshot might be put like this. At the bottom 
of the slump the pressure to cut total expenditure (not only by 
cutting unit costs) tends to restrict the commencement of new lines 
of inquiry and experiment. Work previously in progress is to 
some extent allowed to continue, especially if it shows signs of 
early fruit, and when fruit appears it is greedily plucked in the 
general effort to reduce costs, (completed new’^ designs have to 
wait for the hard test of practical application, and since the 
proved oversights of yesterday’s inventor provide the most fertile 
ground for to-day’s inventor, new ideas are likely to be rarer in 
this extreme phase of slump than at any other time. Once 
revival appears, the enterprising firm is prepared to take a rather 
longer view, and will entertain laboratory projects to bear fruit 
next year rather than next month; and at the same time the 
implementation of the newest designs gives fresh knowledge and 
fresh stimulus to the inventor. In the boom these factors may 
still be strong, but the ease with which established methods reap 
profits perhaps dulls the edge of the business man’s appetite for 
the inventor’s ideas, though major results of maturing long-term 
experiments may be more likely to achieve their practical ends at 
this time than at the other extreme of the trade cycle. If this 
tentative view is at all near the mark, it perhaps implies that the 
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world gets on best when trade is pretty good yet not exactly 
booming—a conclusion we can reach easily enough when we are 
looking from other angles. 

In these ways the course of technical progress is affected by 
the trade cycle. That the course of technical progress in turn 
effects the course of the trade cycle is a notion that has had 
considerable attention in the theoretical studies of the trade 
cycle. In the inter-war period there was no spectacular force 
comparable to the railway inventions which dominated certain 
mid-nineteenth century booms. The motor car did not have the 
importance in Britain that it did in the U.S.A., where directly 
and indirectly it was one of the most powerful forces in the 1929 
boom. The most that can be said for this particular factor is 
that, combined with cheap money and redistribution of the 
population, it helped to promote the housing boom that dominated 
the revival in the middle ’thirties. Tlie new developments that 
made rather a splash (especially in the capital market) in 1927-28 
—films, greyhound racing tracks, artificial silks, and plate glass— 
did not absorb any substantial amount of real resources. 

While, therefore, the part played by new invention in pro¬ 
moting the booms was much slighter in this period (at least in 
Britain) than it has often been, it so happened that invention 
moderated both the major slumps. In the first slump—and to 
some extent throughout the period—shipbuilding activity was 
saved by the technical changes both in methods of propulsion and 
in hull design. In 1921 Britain was obviously overstocked with 
ships, most of which could be expected to be usable for many 
years to come : it was difficult to believe that there could be any 
profit in shipbuilding for years ahead. The volume of building 
was indeed never sufficient to occupy the yards fully, yet there was 
always some building, and this was because the technical improve¬ 
ments made total costs of new ships less than the running costs of 
old ships. Another important instance of this w^as the Sheffield 
steel industry, which in 1930-31 would have been in an even 
sadder state had not the hew stainless steels been so attractive 
that they were worth producing even at the bottom of the slump.^ 

Occasionally the pace of technical progress makes for less, not 
more, immediate investment. There were times, between the 
wars, when marine engineering was changing in such a rapid yet 
uncertain way that firms in the highly competitive shipping 
industry delayed investment in the replacement of old high-cost 
engines by the new low-cost engines. In the middle ’twenties 

1 T.TJ5. 22.8.31. 
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progress was rapid in all three propulsion methods—the recipro¬ 
cating steam-engine, the geared steam-turbine and the diesel 
motor. Minor variations are said to have brought the number of 
possible combination types up to nearly a hundred. For some 
classes of ships there was momentarily very little to choose be¬ 
tween several of these combinations, and shipowners were in¬ 
clined to postpone placing orders until a little more experience and 
perhaps further invention liad shown which types would be 
holding the field over the next ten years. Put in economic terms, 
the shipowners* position was that, though total costs of new 
engines might already be less than running costs of old engines, 
the profit on engines of 1923 build might be wiped out by the 
appearance in 1924 of even lower-cost engines, the purchase of 
which would allow a competitor (who had postponed the decision) 
to cut freights further. Also there was uncertainty as to which of 
two types of 1923 engine would prove to work at lower cost. If 
shipowner A installed engine X, and shipowner B installed engine 
y, whose costs in 1923 appeared to equal those of X, a year*s 
experience might show that in fact Y costs were much lower than 
X costs, in which event shipowner A would have done better to 
wait until 1924 before installing new engines.^ 

No doubt many industries could provide examples of this 
phenomenon, but I have found no other mention, and the chances 
are that the marine-engineering case was the most imi>ortant of 
its kind. It did not operate at the bottom of the slump, but 
mainly in the revival years. In general, therefore, we may say 
that technical progress moderated slumps in two of their blackest 
spots—^in shipbuilding and the steel industry, and that it did 
relatively little to exaggerate the booms. It will be appreciated 
that this generalisation relates only to Britain between the wars 
—of some other periods and some other countries it would be far 
removed from the truth. 

Complicated interaction between one factor and another is by 
no means peculiar to the trade-cycle aspects of technical change. 
If I were asked to name the two teclinical developments that did 
most during this period to transform the British economy, I should 
probably name the internal-combustion engine and electrification, 
both of which originated back in the nineteenth century; while 
the most far-rea«hing change falling mainly within the period 
was perhaps the new alloy metallurgy beginning (before 1914) with 

* Since the above was written I he^ve had the benefit of reading Mr. Shackle’s 
Expectatioiia in Econofnics (Cambridge, 1949), Chapter III of which includes an 
elegant analysis of just such circumstances as those described in the above 
paragraph. 
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manganese and stainless steel. But any attempt in this way to 
isolate particular factors is artificial and indeed misleading. 
Many of the innovations mentioned in these pages were apparently 
trivial, but it is not only as examples that they call for mention : 
change in one direction depended so greatly on change in another. 
As an excursion in economic history, this inquiry has to myself 
served to emphasise the idleness of much talk of simple cause and 
effect in the development of an economy. Again and again 1 
have been reminded of one of Marshall’s analogies from the 
physical world—^like the equilibrium forces of which he wrote in 
Book V of the Principles, the relation between one force and 
an(>ther in the processes of technical change is a mutual one, as 
“ a number of balls resting against one another in a basin.” Not, 
of course, that the “ resting ” amounted to “ stagnation.” 

R. S. Sayers 

London School of Economics. 



THEORIES OF THE 1937-38 CRISIS AND DEPRESSION 


The most recent severe crisis and depression to strike the 
economy of the United States was that of 1937-38. The rally to 
the upper turning point of 1937 began with the demise of the 
N.R.A. in May 1936 and continued at an encouraging rate for 
approximately two years. At various times during this period, 
May 1936 to September 1937, sjiecific governmental policies and 
legislation either retarded or stimulated the recovery: for 
example, legislation in labor leading to vigorous labor-organising 
activities; agricultural subsidies; large rearmament programs 
abroad; huge gold inflows leading to sterilisation of gold; and 
silver purchases on an international scale. In addition, we had 
public-works and government-employment programs, deficit 
spending by government coupled with enlarged bank purchases 
of the growing federal debt, a veterans’ bonus, intensive govern¬ 
mental manipulation of monetary policy, rigorous regulation of 
security markets and heavy taxes on undistributed profits. 

Explanations of the 1937 upper turning point have been 
abundantly provided in the past decade, but none seem to account 
satisfactorily for the possible and probable interplay of the 
complex forces which would apj)ear to be implicit in the above- 
mentioned policies and legislation. The most satisfactory pro¬ 
cedure indicated at this time, seemingly, is to analyse critically 
several of the more representative theories of the 1935-38 rally, 
crisis and depression in order to pre])are a j)erhaps more accurate 
theoretical groundwork for the more positive propositions which 
the future at least promises. 


II 

The, Increase of Reserve Requirements 

The action taken by the Board of Governors of the Federal 
Reserve System (under powers granted in the Banking Act of 
1935) in doubling member-bank reserve requirements between 
August 16, 1936, and May 1,1937, is frequently cited as a strategic 
causal force operating in the direction of over-deflation by the mid¬ 
summer of 1937. 

Professor John P. Wemette writes : 

“Some excess reserves are a prudent necessity . . . 
banks, on the average, had [May 1937] only slightly more 
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than 10 per cent more reserves than required by law. A 
banker whose actual reserves exceeded his required reserves 
by only one tenth, and who does not wish to borrow may 
well hesitate to expand his loans and investments. The 
expansion of loans and investments, and deposits, which had 
been continuous for several years, ceased in December, 1936, 
and contraction set in.’' ^ 

Professor Wernctte avoids dogmatism, however, and concludes 
that budgetary policies were also of importance in explaining the 
reversal. 

Professor Norman J. Silberling, after noting that the govern¬ 
ment decreased its net contribution to the flow of income, declares 
that the government “ . . . also took action ... to tighten 
credit by drastically increasing member bank reserve require¬ 
ments. The combination of these two policies produced an almost 
overnight shrinkage in business activity, one of the sharpest, most 
violent recessions in our history.” ^ 

Professor Donald M. Marvin lists the doubling of reserve 
requirements as one of the three principal measures which induced 
the 1937 deflation.^ Sterilisation of new gold and sales of govern¬ 
ment securities were the remaining deflationary measures enforced 
by the financial authorities, according to Dr. Marvin. 

R. C. Leffingwoll cites the inflow of foreign funds and the 
soldiers’ bonus as promoting inflation in 1936, but The authori¬ 
ties, fearing inflation, adopted drastic deflationary measures. 
They sterilized gold imports and raised reserve requirements. . . . 
There resulted . . . one of the most abrupt, precipitous, and 
unnecessary depressions in our history.” * The President’s 
announcement that some prices were too high, curtailment of 
government purchases and the near-balance of the budget are 
listed as collateral causal factors by Mr. Leffingwell. 

An examination of the money and capital markets of the period 
under review indicates that Professors Wernette, Silberling and 
Marvin and Mr. Leffingwell have tended to emphasise unduly the 
importance of increased reserve requirements. There was no 
shortage of money or credit in either the money or capital markets 
at any time between 1934 and 1939. The steadily falling money 

^ J. P. Wernette, The CmUrol of Business Cycles (New York ; Farrar & Rine¬ 
hart, Inc., 1940), p. 182. 

® N. J. Silberling, The Dynamics of Business (New York : McGraw-Hill Book 
Co., Inc., 1943), p. 356. 

* D. M. Marvin and G. M. Williams, Design for Recovery (New York : Harper 
& Brothers, 1939), p. 78. 

* R. C. Leffingwell, “ Managing Our Economy,” Yale Review (Summer, 1945), 
pp. 606-7. 
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rates furnish adequate proof of this statement. There was a 
progressive decline in commercial-customer loan rates from 
3-45% in 1934 to 2-53% in 1938. Prime commercial paper of four 
to six months maturity decreased from 1-35% in January 1934 to 
0-75% throughout 1935, 1936 and early 1937, increasing to only 

1- 00% in April 1937 and lingering there for a full year. Stock- 
exchange call-loan renewals remained at 1-00% from June 1936 
to the end of our period in December 1938. Twelve-year or over 
Treasury bonds returned 3*.50% in January 1934, declined to 

2- 27% by December 1936 and averaged about 2-60% throughout 
1937 and 1938. Corporate high-grade bonds (Moody’s Acta) were 
paying 4-35% in January 1934, then declined to 3-58% by May 
1936. Revised figures from this last date reveal a low of 3'09% 
in January 1937 and a high of 3-42% in Maj’^ of the same jmar. 
Federal Reserve Bank rates on rediscounts for, and advances to, 
member banks fell continually from January 1935, when the rates 
averaged from 2-00 to 3*00% (except for New York’s rate of 1 >50%), 
to Augtist and September 1937, when final revisions reduced them 
to 1'50% for all districts except New York, where the rate was only 
l-00%. There was no money shortage with rediscount rates at 
such remarkably low levels. 

Professor Marvin takes .special note of the New York banks 
which he declares were “ . . . faced by an acute shortage of 
money . . . [hence] sold securities and initiated a major decline 
in security markets.” ^ The rates on bankers’ acceptances fail to 
substantiate Professor Marvin’s charges since they reached 
0'58% in April 1937, slipped to 0-44% in June 1937 and stood 
there throughout the remainder of the year. Stock-exchange 
call-loan renewals, the majority of which occur in the New York 
area, remained at 1-00% from June 1936 to 1939, and would 
have gone lower had they not been pegged at a minimum of 
1-00%. Taking figures for Now York City exclusively, the 1-00% 
rate on stock-exchange call-loan renewals is here indicated as is 
also the 1-25% rate on ninety-day stock-exchange time loans. 
These rates remained constant throughout the year, and customer- 
loan rates moved from a mere 2-50% in January 1937 to the 1937 
peak of 2*63% in April, then down to the 1937 low of 2-34% in 
June. Four- to six-month prime commercial paper started 1937 
at 0-75% and increased to 1-00% in March and April. Rates on 
ninety-day bankers’ acceptances did double from January to 
March, but the March and April high of 9/16% is still extremely 
low. New Treasury bills doubled from January to April, and 

* Loc. c?y. 
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ninety-one-day Treasury bills moved from 0*17% in January to 
0‘56% in the like period.' The fall in the price of long-term 
Governments can be seen in the yield increase of three- to five-year 
Treasury notes from M8% in January to 1'59% in April 1937, 
Low rates such as these preclude the possibility of a “ money 
shortage.” 

It is true that some institutional speculation ” had been 
practised by the banks during the rise in bond prices from 1934 
to 1936, but, as legal requirements increased, the banks as a 
whole were not short of reserves. Some of the great New York 
banks were low on reserves, but not “ acutely,” and thej^' did not 
wait until March 1937 to begin selling bonds. 

A study made in January 1937, just prior to the last announced 
increase in reserve requirements, revealed that only 3*00% of all 
member banks would need to undertake any operations other 
than to draw down their balances with correspondents in order to 
meet the increased requirements. Additional funds required to 
meet the increased reserve requirements by the Federal Reserve 
fSystem as a whole totalled $123 million, of which $100 million 
Avas needed by the twelve money-market banks in New York 
City. ^ These banks, however, held a large volume of liquid assets, 
including Treasury bills and short-term notes, bankers’ accept¬ 
ances and brokers’ lf)ans.'‘^ 

Early in August 1937 excess reserves of New York City banks 
had declined below $50 million, as compared with $200 million 
in May.3 The cause of this decline was to be found in the sub¬ 
stantial withdrawals of balances by country banks. To avoid 
pressure on the Now York banks, the Treasury released $300 
million from the inacth^e gold account in September 1937, and 
excess reserves of New York City banks immediately rose to more 
than $400 million.^ Hence, the New York banks held an average 
of over $400 million in excess reserves during the “ critical ” days 
of March 1937, found excess reserves reduced to $50 million for a 
brief period in August (the August average was OA^er $100 million) 
and finished out the remaining four months of 1937 Avith more 
than a $400 million excess reserve balance. 

Interest rates remained strikingly low, and new corporate 
issues (to be distinguished from refunding issues) increased until 
the third quarter of 1937. In the first half of 1937, these new 
corjiorate issues totalled $812*0 million as compared with $454*6 

^ Twenty-fmrth Annual Report of the Board of Qooernors of the Federal Reserve 
(System (Washington, 10,38), p. 6. 

? Loc, cit, ® Op. cit.f p. 9, 


♦ Loc, cit. 
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million during the first half of 1936, and $734-4 million in the 
second half of 1936.^ 

Furthermore, reporting member banks in 101 leading cities 
did not hold back in their loans to customers and in their com¬ 
mercial-paper purchases. Total loans to customers increased 
steadily from the February 1937 total of $8,982 million to the 
September 1937 peak of $10,026 million, while purchases of open- 
market acceptances and commercial paper aggregated $379 
million in January, $411 million in March and $468 million in 
September of the same year. One must conclude that these great 
banks continued to meet the demands of their customers. 

For the federal-reserve system as a whole, excess reserves of 
member banks never decreased below the August 1937 low of 
$750 million, which was a far greater margin than had ever 
existed ‘‘ before 1932.” ^ money rates prevailed throughout 

the period; there was no money or credit strain. 

Professor Schumpeter agrees with this conclusion, declaring : 
“ . . . there was ... no monetary strain,” and again, “ Mone¬ 
tary policy per se may, hence become a major factor in the near 
future; but it had but little to do with the prosperity of 1936 to 
1937, and nothing with the subsequent slump.” ® Also, Dr. C. 0. 
Hardy points to the enormous excess reserves, the low level of 
short-term interest rates and the strong market for bonds to 
docximent his assertion that there was no monetary stringency.* 
Mr. Winthrop W. Aldrich, whose testimony is especially significant 
because he was in a position to watch carefully the New York 
banks during the so-called acute shortage of money,” has said : 
“ The causes for the recession cannot be found in monetary 
factors. The low levels of bank lending rates, which persisted 
despite the increases of reserve requirements and the continued 
sterilization of gold,” gave definite “ evidence that there was no 
credit strain.” ® 

This accumulation of evidence ® all points to the conclusion 
that the raising of reserve requirements was of no strategic causal 
significance in producing the crisis and depression of 1937-38. 

1 S. H. Slichter, “ The Downturn of 1937,” Rev, of Eeon, Stat., Vol. XX 
(Aug. 1938), p. 103. 

* C. O. Hardy, “ An Appraisal of the Factors (‘ Natural ’ and ‘ Artificial *) 
Which Stopped Short the Recovery Development in the United States,” Am, 
Econ, Rev., Vol. XXIX, Supplement, Part 2 (March 1939), p. 170. 

» J. A. Schumpeter, Business Cycles (New York; McOraw-Hill Inc., 1939), 
II, pp. 1031-2. 

* Loc. cit, * Commercial and Financial Chronicle (Jan. 8, 1938) p. 198. 

* The writer has additional evidence to support his contention, but the need 
for brevity precludes its use. 



1950] THEORIES OF THE 1937-38 CRISIS AND DEPRESSION 297 


The Sterilisation of Gold 

Professor Marvin and Mr. Leffingwell include the phenomenon 
of gold sterilisation in their monetary explanation of the 1937 
reversal. Included as one of his three basic causes, Professor 
Marvin characterised the sterilisation j)olicy as . un¬ 

precedented ... at the beginning of a recovery,” ^ and Mr. 
Leffingwell includes it as one of the basic ‘‘ drastic deflationary 
measures ” ^ adopted by our monetary authorities. 

Our preceding analysis of the money and capital markets 
should remove most of the significance of the gold-sterilisation 
policy as a causal “ measure,” but additional facts may be cited. 
The greatest amount of gold over present in the ‘‘ inactive gold 
account ” was the August 1937 sum of $1,335,700,000 as against a 
total monetary gold stock of $12,567 million in the same month. 
This meant that there still remained $11,231,300,000 of “ active ” 
gold, or more than there had been at any time in our history 
before December 1936. From December 1936 to September 1937, 
when $300 million gold was released from the inactive gold 
account, the amount of gold sterilised each month did not exceed 
the new receipts of gold. Hence there was $11,231 million of 
‘‘ active ” gold in December 1936, when sterilisation began, and 
there was still $11,231 million at the peak of the sterilisation 
procedure in August 1937. Gold sterilisation did not encroach 
upon already existing gold stocks—it merely prevented further 
additions to the gold supply from being absorbed into the monetary 
base. 

The Reduction of Federal Expenditures 

Professor Wernctte writes that the reversal of the budgetary 
policy was *‘ . . . too rapid and too vigorous,” ^ and that, while it 
might be merely a coincidence, the magnitude of the income- 
increasing federal expenditures began to rise rapidly in the 
spring of 1938, and business improvement set in shortly thereafter.^ 

Professor John Bauer claims that pump-priming exerted a 
positive influence on the-recoverj’^ to 1937, but that as private 
production and employment began to diminish as the j^ear pro¬ 
gressed, and as dislocations and gluts appeared in early 1937, 
the government should have been ready, he vTites, “ ... to 
furnish promptly additional employment, so as to maintain the 
needed flow of purchasing power to absorb the gluts. If it holds 
back, as in 1937, there will be further recession.” ® 

» Op, cit., pp. 78-9. * Op, cii., pp. 606-7. » Op, cit,, p. 183. * Op, cit,, p. 180. 

* J. Bauer, National Welfart and Business Stability (New York: Harper A: 
Brothers, 1940), pp. 60-3, 
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Professor Silberling ascribes basic causal significance to the 
government’s reductions in its net contributions to the flow of 
income. ^ The government, having created a demand for goods and 
services via its spending program, withdrew much of that demand 
and thereby created the violent setback of 1937.^ Moreover, war- 
goods orders contributed to this demand, and . when these 
politically sponsored disbursements were suddenly cut off ‘ to 
prevent inflation,’ one of the most severe recessions in our history 
naturally followed.” ® 

Professor Schumpeter is another who acknowledges that 
the income-generation policies of the New Deal were effective. 
As to the timing of the injections, Schumpeter adds that the 
greatest amount of pump-priming came at the time when the 
economic process could most easily have done without it, and 
its cessation came during the most sensitive phase of the recovery 
process.* 

“ The obvious inference,” he says, ” is that the collapse 
induced by the cessation of income generation was so severe, 
and that the jolt which it would in any case have been natural 
to expect turned into a slump, because under the surface 
watered by income generation the processes characteristic of 
recession in our sense failed to work as they always had 
worked before. The parachute refused to unfold.” ^ 

Turning now to a critical evaluation of these postulates 
relating to the net contribution of the federal government to 
national purchasing power, we may agree that undoubtedly the 
war-bonus payments did exert some effect upon the rise in the 
wholesale price-level after June 1936. Wholesale commodity 
prices, which had been lingering around the 79-80 area for over 
twenty months prior to August 1936, increased to an index of 88 
in the ensuing nine months. Some of this rise was undeniably due 
to government contributions to purchasing power, but a great 
deal of the increase was precipitated by the speculative rise of raw 
materials and the higher cost of labor. Moreover, there is no 
reason to believe that consumer purchasing power suffered any 
net depressing effect, because even though emergency government 
labor employment decreased from 3,735,000 workers in March 
1936 to 1,974,000 by September 1937, private employment more 
than offset the decrease, as total unemployment decreased from 
8,883,000 workers in March 1936 to 5,066,000 by September 1937, 
and total employment in the like period increased from 43,336,000 

^ Op, cit,, pp. 355-6. * Op. cit,, pp. 356-7. * Op, cit., p. 438. 

* Op, cit,, p. 1032, * Loc. cit,, pp. 1031-2. 
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to 48,083,000.^ Factory payrolls increased from an index of 80 to 
104 over the same months, while factory employment increased 
from 93 to 107. The national income received by individuals 
was $69-4 billion in 1037 as compared with $65*2 billion in 1936 
and $66-3 billion in 1935. With factory payi*olls holding at an 
index of 105 throughout October 1937, and factory employment at 
101 throughout November, one cannot well argue that the decrease 
in government expenditures (caused chiefly by the decrease in 
government emergency labor employment) was of jjrime im¬ 
portance in explaining the down-turn which started in late 
August 1937. 

Professor Bauer’s point relating to the timing of government 
employment deserves an added mention, inasmuch as he claims 
that gluts appeared in the ‘‘ early months of 1937 ” ^ and implies 
that the government was tardy in waiting until October 1937 
before increasing its emergency labor rolls. However, only a few 
of the most discerning businessmen ^ were retrenching in the 
“ early months of 1937 ” as evidenced by the circumstance that 
the index of industrial production was IIC in February 1937 and 
117 in August, factory employment was 106 in February and 
109 in August, and factory payrolls increased from 100 to 108 in 
the same period. New' orders for manufacturing industry held 
up well through March 1937; shipments reached their high for 
the 1930-39 period in the first quarter of 1937, and fell but 
slightly throughout the second quarter. We must conclude that 
the Labor Administrator ” would have been wise indeed had he 
rapidly increased government labor employment in “ early 1937 ” 
when private employers were absorbing enough men (in spite of 
the actual curtailment in government employment) to increase 
total employment from 45,257,000 in February to 48,083,000 by 
September. Total unemployment decreased from 7,574,000 to 
5,066,000 over the same months. As emergency government 
labor employment decreased by 1,861,000 workers from March 
1936 through September 1937, private employment of workers in 
the same period increased some 4,747,000, and unemployment 
decreased by 3,817,000. 

These last figures indicate the nature of the actual attack 
made against the forces of depression by government officials. 
Most Labor Administrators ” would have increased government 

* Conference Board Economic Record, National Industrial Conference Board, 
Inc. (March 20, 1940), p. 86. 

* Loc, cit. 

® Some retailers and manufacturers of do tiling were retrenching in March 
and April 1937. 
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labor rolls only when positive evidence was ^available to prove 
that private employment was drying up.” This is precisely 
what did occur—^the dovetailing of private employment and 
emergency government employment was perfect. When private 
employment began increasing in March 1936, the government 
gradually reduced its employment from the March 1936 high of 
3,735,000 to 1,974,000 in September 1937. When total private 
employment began tapering off in October 1937, and especially in 
November (as evidenced by the increase in total unemployment 
from the September 1937 low of 5,066,000 to 5,691,000 in October 
and 7,175,000 by November 1937), the government ‘‘ promptly ” 
increased its emergency labor employment from the September 
1937 low of 1,974,000 to 2,040,000 in October; 2,060,000 in 
November; 2,151,000 in December 1937; 2,352,000 by January 
1938; and 3,552,000 by July 1938. Thus the government did 
exactly that which Dr. Bauer would advise, and yet the depression 
struck with almost unprecedented fury. The policy of taking 
government action in “ early 1937 ” would have involved an 
“ overlap ” rather than a dovetailing of private and government 
employment—^we have in the state no oracles of the calibre 
necessary to perpetrate successfully such legerdemain. 

The Accumulatioji of Inventories 

Alvin Hansen’s theory of the 1937 recession develops in part 
along the lines of inventory accumulations. It might be called 
an inventory crisis. He notes that, historically, recessions have 
been characterised as due in large part to inventory accumula- 
tions, and that this particular inventory inflationary boom 
collapsed in March 1937.^ 

Critically examining this theory, we find that our indices 
reveal a steady increase of inventories from a stabilised plateau of 
98 (1936 ~ 100), lasting from the fourth quarter of 1935 through 
the second quarter of 1936, to a peak of 147 in the third quarter 
of 1937. From this point the dissipation of inventories was 
gradual and struck bottom during the third quarter of 1938. 
New orders fell from their 1936 third quarter high of 171 to 112 in 
February 1937 and to an average of 140 for the first quarter of 
1937. This index eventually fell to 72 by the fourth quarter of 
the same year, then increased. Shipments increased through 
the first quarter of 1937, then slowly eased downward until the 
precipitous fourth quarter drop from 109 to 89. 

^ A. H. Hansen, FitU Recovery or Stagnation ? (New York: W. W. Norton 
& Co., Inc., 1941), pp. 269-71. 
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It should be noted that the index of industrial production was 
116 in February 1937 and' 117 in August, while factory employ¬ 
ment was 106 in February and 109 in August 1937. Thus 
industrial production maintained its high level for four or five 
months after new orders and shipments had begun decreasing. 
This explains the inventory accumulation which reached its high 
in the same quarter as industrial production—^the third quarter 
of 1937—^after which both fell during the ensuing nine months. 
Production was maintained either by work on old orders or by 
producing for expanding inventories. Goods were not being sold 
rapidly enough, and instead were piling up in inventories, because 
‘‘ evidently,” between the end of 1936 and the second quarter 
of 1937, “. . . there was strong consumer resistance to higher 
prices and a serious misjudgment of markets by merchants.” ^ 
Consumers did not lack purchasing power in the first eight months 
of 1937, for the reason that the retail value of the output of 
consumers’ goods increased 14*7% from the first quarter of 
1936 to the third quarter of 1937, while non-agricultural labor 
income was increasing 19-7%, and agricultural labor income still 
more.^ 

Professor Slichter argues that in September 1937, inventories 
were large relative to new orders, and managers feared capital 
impairment from inventory losses. Managers were sensitive 
because of capital losses suffered during the preceding depression, 
because overly large dividends had been forced by the undistri¬ 
buted-profits tax in 1936, and because the general level of profit 
margins was so low that “ . . . most enterprises were out of the 
red by only a small margin.” ^ 

Dr. C. 0. Hardy thinks the inventory slump did not consist 
merely in the liquidation of stocks that had not been subject to 
cyclical over-expansion. The expansion of inventories from 1936 
to the first half of 1937 was estimated at the theretofore un¬ 
equalled figure of $5 billion. Thus, during the upswing, inven¬ 
tories were built up so far beyond the needs of business that 
correction of such an over-extension involved a sizable curtail¬ 
ment of production. The over-extension was based upon such 
aberrant factors as price advances, anticipated price advances due 
to the war scare (the Spanish Civil War) and the condition of the 
labor market. When the pressure for higher labor costs 
diminished, the . price incentive to maintain these ex¬ 

panded inventories fizzled out, and the correction of the specula- 

1 S, H. Slichter, op, cit., p. 102. * cit, 

» Op, cit,, pp. 100-1. 
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tive inventory position must have been an inaportant factor in 
determining the magnitude of the slump.’* ^ 

Considering, now, other inventory items we find that finished 
goods were produced in large quantities in the first eight months 
of 1937, but inventories increased because consumers were not 
buying the products at a commensurate rate. Professor Hansen 
apparently makes no mention of it, but the present writer believes 
the resistance stemmed in part from the fact that re-employed 
wage-earners were paying down debts, and were saving more out 
of current income than formerly. People saved approximately 
$3 billion as their incomes increased $9 billion from 1935 to 1936. 
From 1936 to 1937, however, savings increased $2,300 million, 
with only a $4,200 million increase in incomes. As the savings 
increased out of current income, the tendency would be for 
consumer spending to fall short of the amount necessary to cover 
the selling prices of goods, the production of which resulted in the 
payment of a great share of that current income. The finished 
goods might not sell at a rate equal to the rate of their production. 
The people who saved from 1936 to 1937 were probably recalling 
the hard days of the early thirties, and their savings increased 
as their purchases failed to keep pace with output—consequently, 
inventories accumulated. ^ 


The Decline of Consumption 

At least two authorities have attributed causal significance to 
the corollary of the inventory accumulation thesis—^specifically, 
the decline of consumption expenditures. Dr. Hansen has 
written : ‘‘ ‘ Consumption,’ says the December, 1937 Federal 

Reserve Bulletin, ' was maintained.’ True ! But the villain in 
the piece may nevertheless have been consumption. For when 
consumption ceased rising, investment declined.” ^ The invest¬ 
ment which took place was closely geared to consumption—when 
consumption reached a plateau, investment fell more promptly 
t han if it had been directed to a more distant point in time. The 
reaction in consumption led to a greater reaction in investment via 
the principle of acceleration.* 

Professor Bratt notes that in 1937 little support was forth¬ 
coming from activities involved in completing capital equipment, 
because these activities were at an extremely restricted level. 
Thus, any decline in consumer purchasing power tended to 

^ Hardy, op. cit., p. 179. 

* More will be said about this matter in the final section of the paper. 

* Op. cit., p. 274. • hoc. cU. 
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result in an exaggerated reduction in credit purchases, especially 
if consumers did not have ready access to additional sources of 
credit. Dr. Bratt's conclusion is : 

“ When activity is de|)endent upon the purchase of con¬ 
sumers’ durable goods to an abnormal extent, as it was in 
1937, smaller purchases can result in a disproportionate 
decline. This becomes doubly important because rapid 
declines in purchasing power in turn quickly restrict the 
purchase of consumers’ durable goods.” ^ 

Now one may agree that an expansion of investment in the 
form of machines to make goods or other machines, to build 
transportation facilities or to construct power equipment may 
come to a shocking end when demand for consumers’ goods 
tapers off or slows down in its rate of increase; the retrenchment 
takes time, but is oftentimes of great magnitude. However, 
in addition to the fact that new security issues increased sharply 
from the astonishingly low levels of early 1935 to relatively high 
levels in late 1936 and through 1937 until the stock market broke, 
the situation was different in that investment expenditures con¬ 
sisted largely of consumer goods (durable and non-durable), semi¬ 
finished goods and raw materials accumulation. This may lead 
to a more prompt reaction of investment to consumption, but 
certainly not of the same magnitude. There is no long period of 
gestation; there is not the degree of acceleration and consequent 
deceleration which marks higher, producer goods retrenchment at 
the time demand for consumers’ goods levels off. The degree of 
acceleration is greater on durable goods with long life, and in 
instances where the ratio of capital cost to total cost is high. 
This was not the case in 1937. In addition, the acceleration 
principle doesn’t operate until fixed capital is rather fully em¬ 
ployed; again, this was not the case in 1937. A great deal of 
slack existed in the productive machinery of the economy. It is 
impossible for economic relationships to get as far out of balance 
in the case where there is no acceleration to the higher stages of 
production (as the process of production “ lengthens ”), as in the 
instance where there is significant production of remote, higher- 
order capital goods. Our conclusion is that the gearing of invest¬ 
ment to consumption may have resulted in a rather immediate 
reaction on the part of investment, but certainly of no great magni¬ 
tude, at least not of the magnitude necessary to explain 1937-38. 

' Op, cit,f p. 170. 
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The Shortage of Investment OutUta 

Dr. H. H. Villard alleges that the expansion which started in 
1934 came to an end in 1937 with a less than full level of employ¬ 
ment “ . . . basically because the savings which might go into 
capital balances that people were willing to provide became larger 
than the amount which could be invested/’ ^ 

Professor Hansen declares that the main obstacle to full 
recovery in 1937 was not “ . . . inability to obtain capital; it was 
a failure to develop adequate investment outlets.” * 

Dr. Bratt writes that savings in the recovery period were not 
promptly utilised for capital construction. This failure to use 
savings, he continues, has been the most important source of our 
economic retardation.® 

Critical comment on this sort of analysis should begin with 
Howard S. EUis’ remarkably penetrating attack * upon the under¬ 
investment fears of Hansen, continue with Joseph Schumpeter’s 
enlightening portrayal of the defects in the theory of vanishing 
investment opportunity ® and conclude with George Terborgh’s 
summation of the weaknesses of tho stagnation thesis,® Our 
abbreviated treatment must mention none but the most pertinent 
clues relating to the validity of the under-investment argument. 

Professor Slichter condemns the vanishing-investment-outlet 
hypothesis as an explanation of the downturn of 1937 declaring : 
“ Engineering experts are agreed that large new’ capital needs had 
accumulated during the great depression and, furthermore, that 
technological progress had created many investment oppor¬ 
tunities which had not been exploited.” ’ Another authority 
who has spoken out against the stagnation thesis is Professor 
B. M. Anderson, who has said that a permanent change towards a 
more slowly growing population, and one that contained fewer 
young children and more older people, would only create for a 
time a problem of adaptation. A rapidly growing population 
would want more goods of the same type. “ A more slowly 
growing population,” he asserts, “ would want better things, 
qualitative improvements, and a greater variety of things.” * 

^ H. H, Villard, Deficit Spending and the National Income (Now York ; Farrar 
& Rinehart, Inc., 1941), p. 343. 

* Op, cit.f p. 273. * Op, cit., pp. 121-2, 

* II. S. Ellis, “ Monetary Policy and Investment,** Am, Econ, Rev,, Vol. XXX, 
Supplement, Part 1 (March 1940), p. 37. 

* Schumpeter, op, cit., II, pp. 1033-7. 

® G. W. Terborgh, T?ie Bogey of Economic Maturity (Chicago : Machinery and 
Allied Products Institute, 1946). ’ Op, cit„ p. io2. 

* B. M. Anderson, “ Governmental Economic Planning,** Am, Econ, Rev,, 
Vol. XXX, Supplement, part 2 (March 1940), p. 249. 



1950] THEOBIES OF THE 1937-38 CEISIS AND DEPRESSION 305 


Gk>ods of greater variety and quality would still require large 
investments of savings. There might be fewer baby carriages, 
but more wheel chairs—fewer rattles, but more radios. The 
possibilities one can imagine as to improvements in the quality of 
housing, transportation, medical facilities and recreational pro¬ 
jects, to name but a few, are staggering. The satisfying of the 
material needs of our under-privileged, without regard for the 
possible and probable additional wants of our more fortunate, 
would insure our productive machinery operating at capacity for 
generations. 

Professor Schumpeter argues that there were so many invest¬ 
ment opportunities in the thirties that 

. . .we have established the right to speak of a Juglar 
prosperity and to infer from experience that it would have 
asserted itself without any external impulse being imparted 
to the system by government expenditure or any other 
factor. In particular, there is nothing to indicate that 
objective opportunities were smaller or capitalistic motivation 
weaker than they had been, say, in 1925.’^ ^ 

The specific outlets enumerated by Dr. Schumpeter were 
afforded by innovations in : electrical power, automobiles, diesel 
trains, refrigeration, air-conditioning, aviation, tractor tires, 
lighter steel product?, continuous steel-rolling mills, prefabricated 
housing, synthetic organics, protective coatings and plastics. 
Moreover, many new details in housing such as refrigeration, air- 
conditioning and double baths were offered in the thirties. 
Decentralisation to suburban and rural areas was an added factor 
which should have increased demand for durable consumers’ 
goods. We cannot accurately state that the country was so 
wealthy that a demand for tangible wealth no longer existed. 
Unforeseen circumstances are not the only sources of demand 
which provide investment outlets—^we need no innovations to 
stimulate activity. 

Let us also examine the savings side of the savings~investment 
process, inasmuch as Dr. Villard especially emphasises the rela¬ 
tivity of these magnitudes. Liquid savings of individuals in¬ 
creased $8 billion from 1934 through 1937, while total income 
received by individuals aggregated $190*9 billion over the same 
years. This represents an extremely high consumption function. 
Corporation savings are not included in these figures, but Mr. 
Abramovitz has noted that corporations paid dividends in 1937 * 

^ Op. ct<., n, p. 1026. 

• Due, in great part, to the penalty provisions of the undistributed-profits tax. 
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at the same rate as in 1936 even though their prpfits had decreased 
15%. In his words : “ As a result business dissaved one billion 
dollars and savings from dividends failed to make up for this 
high rate of business dissaving.” ^ We also know that dissaving by 
business results in a much smaller aggregate of savings out of the 
same total income. Paul Samuelson's study of the savings- 
investment problem led him to estimate that a reduction of 
business savings of $1-00 was likely to cause individuals to increase 
their savings by about 20 cents.^ 

Obviously the government did not save anything, inasmuch 
as total government receipts for the four-year period, June 1933 
to June 1937, totalled $16,326 million, and total expenditures 
aggregated $30,659 million for the same period. Tliis huge 
deficit of the government will offset many of the illiquid savings 
which are not included in our figures for liquid savings because 
most of the savings not wholly represented there (individual 
purchases of long-term bonds, insurance company and bank 
savings, etc.) were absorbed by the government, in rectum for 
government obligations, and were spent. Savings in the form of 
direct capitalisation or other forms of “ investment ” are not 
included in our figures, nor is debt reduction, but we do have 
enough of the savings traced, especially when we consider the 
huge deficit of government, to suggest that there was no great 
decrease in the marginal propensity to consume during the 
period under consideration—at least not until some consumer 
resistance became apparent in the housing and durable-con- 
sumer’s-goods markets in 1937. Our conclusion is that savings 
were not overly great when compared with the volume of available 
outlets for their investment. 


The Rise of Wages and the Narrowing of Profit Margins 

Professor R. G. Hawtrey has touched on the theory of rising 
wage-rates while speaking of the possibility of unemployment 
being caused by overly-large wage increases. He has written : 

‘‘ That this danger [of unemployment] is not imaginary 
is shown by the American experience of the years 1936-37, 
when a revival of activity was not only checked but reversed 
by a general increase of wages in manufacturing industry, 


^ M. Abramovitz, ** Savings and Investment: Profits va. Prosperity ?’* Am. 
Econ, Rev,t Vol. XXXU, Supplement, part 2 (June 1942), pp. 65-6. 

• A. H. Hansen, Fiscal Policy and Business Cycles (New York : W. W. 
Norton A Co., Inc., 1941), pp. 250-60, 
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which in nine months raised the average hourly wage in the 
twenty-five principal industries from 62 cents to 71.’’ ^ 

Towards the end of 1937, President Roosevelt sent a special 
housing message to Congress in which he said that housing con¬ 
struction had fallen short of 1937 goals because “ . . . the rise 
in hourly wage rates and material jirices was too great and too 
rapid for the consumer to bear. A similar rise in costs likewise 
checked production and buying in other industries as well.” ^ 

Mr. Chester C. Davis of the Board of Governors of the Federal 
Reserve System delivered a speech on November 13, 1937, in 
which he denied that monetary measures had caused the depres¬ 
sion. Rather, he would place the cause as 

“ . , . a maladjustment betw^een prices of materials and 
labor costs, on the one hand, and rents and prices of finished 
goods on tlie other; a period of over-exuberance in production 
and placing of orders and a consequent letdown when it 
became apparent that our exiiectations had once more been 
inflated.” ^ 

Sumner H. Slichter has contributed two especially significant 
articles on this topic to the literature.^ In both he has stressed 
the role of rising wages and decreasing profit s. 

Two other authorities deserving mention are Dr. C. O. Hardy ^ 
and Dr. K. 1). Roose; ® both have cm})hasisod wage fluctuations 
and diminishing profit margins. 

The position of the aforementioned economists and political 
figures is by no measure dogmatic or indiscreet. They follow 
many paths, and disregard few if any approaches. Generally 
speakings liowever, they have not marshalled all the evidence now 
available to support their conclusions. Professor Wesley C. 
Mitchell, following Lescure, rather fully developed the profit- 
prospect theory of the business cycle, in w hich wages constitute 
the principal cost element acting as an offset to profit. The 
position of the price level constituted the limiting variable on the 
demand side in this systeiq. 

^ R. G. Hawtrey, Economic Destiny (New York : Longmans, Gi*een and Co., 
1944), p. 25:L 

^ Commercial and Financial Chronicle (Doc. 4, 1937), p. 3541, 

» Ibid., Nov. 20, 1937, pp. 3285-6. 

* S. H. Sliohter, op. cit,; and “ Corporate Price Policies as a Factor in the 
Recent Business Recession,” Proceeditigs of the Academy of Political Science (Jan. 
1939). 

* C. O. Hardy, op. cit. 

® K. D. Roose, “ The Recession of 1937-38,” Journ, Pol. Econ., Vol. LVI 
(June 1948). Furthennore, in this valuable contribution, Professor Roose 
especially analyses the role of inventory accumulations. 
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Applying this explanatory device to the period of the middle 
thirties, one notes that in spite of the fact that consumer incomes 
were substantially outrunning retail prices, consumer resistance 
to higher prices was in evidence in late 1936. The rise in prices 
that did occur may be at least partially explained by the federal 
government’s gold and silver policies which assured an abundant 
supply of money and credit at low rates of interest, by farm and 
employment subsidies, by the 1936 veterans’ bonus as $1,200 
million was promptly cashed, by fears of inflation and by fears of 
labor trouble and higher wages. In addition, there was a world¬ 
wide accumulation of raw materials induced by the Spanish 
Civil War and the general European rearmament, which in 1936 
was progressing at an annual rate of approximately $11 billion.^ 

Nonetheless, price rises were resisted in many quarters by 
such barriers to capital formation as liigher taxes in the upper 
brackets, the undistributed-profits tax and new and extremely 
rigid security market regulations relating to “ pyramiding,” 
margin trading, sales by “ insiders ” and registration statements 
and prospecti. Also, many of the workers w^hose incomes were 
increasing had debts to pay. Others were uncertain as to how 
long their jobs might last, and hence revealed an increasing 
marginal propensity to save. 

From the cost side, retailers were paying steadily rising 
prices as indicated by the prices of finished products, which 
increased until October 1937. Higiier labor and raw-material 
costs had been incurred by producers, and the higher prices of 
finished products represented the passing-on of these increased 
costs. 

In passing, and before examining the wage problems, notice 
should be taken of another important cost factor—^raw materials. 
Raw material prices rose more rapidly up to April 1937 than did 
the prices of finished industrial goods, and thereby contributed 
to the narrowing of profit margins. Costs of such materials rose 
from an index of 75*8 (1926 ~ 100) in May 1936 to 90*1 in March 
1937, a gain of 18*9%, while the prices of finished industrial com¬ 
modities moved upward over the same period from 78*8 to 85*6, a 
gain of only 8-5%. This, too, represents an encroachment upon 
profits up to April 1937, and, moreover, the encroachment did not 
completely disappear during the following five months, inasmuch 
as raw material prices fell only 5-88% from March through 
August of 1937. 

As for rising wage-rates, labor cost per dollar value of output 
' New York Times (Feb. 16, 1937), p. 10. 
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is one of the most significant indices available, because it combines 
the interrelationships of the physical output of workers, the 
money payment laborers receive for the given physical output 
and the price received by the entrepreneur for the finished physical 
output. Our indices reveal that labor cost per dollar value of 
output rose from an index of 93-5 in July 1936 to 101*9 in February 
1937—a rise of 9*0%. This percentage rise had increased to 
14*6% by April, 19*4% by June and 31*8% by November 1937. 
Now if labor cost in manufacturing industry were 100% of total 
cost, we could say that from July 1936 to February 1937, a profit 
margin of 9*0% per dollar value of gross sales would have been 
completely obliterated. By the time November 1937 had been 
reached, a profit margin of 31-8% on gross sales would have 
disappeared. Actually, labor cost was api)roximately 16*5% of 
total cost in manufacturing industry in 1935, according to the 
Cenaus of Manufactures^ 

Revising our figures to correct for this fact that labor cost was 
approximately one-sixth of total cost, we discover that increased 
labor costs reduced the profit margin per dollar value of gross 
sales 1*48% from July 1936 to February 1937, 2*40% from July 
1936 to April 1937, 3*20% from July 1936 to June 1937 and 5*25% 
from July 1936 to November 1937. 

Certainly this apparent encroachment of wages upon profit 
margins adds weight to the theories of Hawtrey, Hardy and the 
others. The typical manufacturing establishment operates on 
approximately a 6*00-7*00% margin. One would expect a sharp 
reduction in profit rates during 1937, and this is precisely what 
did occur. The quarterly index of Industrial Corporation Profits ^ 
(1926 = 100) reveals an index of 75 in the first quarter of 1936, 
98 in the fourth quarter of 1936, 104 in the first quarter of 1937, 
101 in the second quarter of 1937, 106 in the third and a collapse to 
59 in the fourth quarter of 1937. The index continued downward, 
and reached a low of 23 in the second quarter of 1938. 

The difficulty in using such figures, of course, is that profits 
fall when industrial production decreases significantly, and the 

^ If one breaks down costs as income to factors of production, labor receives 
as high as 80% or more, since labor is ooimted many times in coat without being 
specifically named. Labor is involved in making the raw materials, the machinery 
and the plant facilities—hence labor cost tends to add up to over three-quarters 
of total cost. However, to our manufacturer, the 16-5% “ in-tho-shop-and-on- 
the-payroll ** labor cost is the important one, since any other labor costs are 
already included in cost of raw material, semi-finished goods and all other cost 
items which his suppliers quote to him in the form of a specific price. 

• Economic Conditions^ OovemmentcU Finance, United States Securities, The 
National City Bank of New York (May 1941), p. 5C>. 
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decrease in manufacturing volume from the August 1937 index of 
118 to the December 1937 index of 79 is in this particular instance 
of primary importance. The analysis encounters the problem of 
separating out the amount of industrial production curtailed 
because of shrinking profits, from the amount of profits lost 
because of declining industrial production. The semantic argu¬ 
ments of causation and causality versus coexistence at once arise. 

Moreover, the factors wliich precluded an increase in demand 
proportionate to the increase in the cost or supply side of the 
1937 market are nowhere satisfactorily delineated. We have 
provided a starting point by demonstrating the existence of 
barxiers to capital formation and pointing out that workers of the 
period revealed a decreasing marginal propensity to consume by 
paying down debts, increasing liquid savings and attempting to 
offset the future uncertainty of their calling by not spending so 
large a portion of their current income. Yet the arguments are 
not complete or entirely satisfactory. More must be done. 

The conclusion is that a rapprochament of the wage and profit 
theories of the 1937-38 crisis and depression vdll have to integrate 
the facts of decreasing industrial production, stabilising prices and 
narrowing profit margins into a more precise theory of causation 
or coexistence. The intricate puzzle of separating cost and 
demand factors and then assigning magnitudes and weights is still 
unsolved. 

Melvin D. Bbockie 

California Institute of Technology. 



THE IRON AND STEEL ACT, 1949 

The Iron and Stool Act marks both the culmination of, and 
a major change in, the nationalisation policy of the Labour 
Government. It completes the list of basic industries to be 
brought under public control, and at the same time introduces 
collective ownership into a manufacturing industry. With a 
single enactment one process of economic development is brought 
to an end and another is begun. This change in policy is clearly 
reflected in the Act, where a break with the earlier forms of 
nationalisation measure can be seen. 

The central authority to be set up will not take over the 
administration of the separate units of the industry as in previous 
measures, but will buy out the shareholders. Initially, at least, 
there will be no change in the day-to-day running of the steel 
firms. The authority to be established—The Iron and Steel 
Corporation of Great Britain—will merely replace the previous 
individual shareholders, and the management of tiie industry will 
remain in the hands of as many of its present directors and 
executives as elect to remain after the vesting-date. It will be 
subject to the policy control of a ‘‘ non-functional ^ corporation. 
In effect, the Act will bring about a financial reorganisation and 
create a holding-company answ^erable through the Minister of 
Supply to Parliament. By thus avoiding a tight and unified 
monopoly it should be possible to avoid many of the mistakes 
made under other nationalisation measures and retain a high 
degree of flexibility and decentralised control in a traditionally 
individualistic industry. In two other respects there are impor¬ 
tant departures from earlier measures. A certain amount of 
competition will be permitted, and firms with a small output,'-^ 
or in some other way suitable for exclusion, may operate outside 
the nationalised industry ufider the Minister's licence. A second 

^ Tlie Minister admitted during the Committee Stage that a perfectly clear- 
cut black-and-white distinction between a fimctional and a non functional 
Corporation could not be made. However, he envisaged a corporation composed 
of “ people who are not limited specialists, and, thcroforo, will not primarily be 
executive officers, but will discuss and decide general policy.’* Standing Corn- 
mittee C, December 16, 1948. 

* Minimum output qualifying for acquisition under the Act; firms engaged 
in mining ore, 60,000 tons per annum; firms engaged in the further stages of 
production, 20,000 tons per annum. This provision is similar in principle to that 
which leaves road-hauliers operating within a radius of 25 miles of their base 
outside the control of the Koad Haulage Executive. 



312 


THE ECONOMIC JOURNAL 


[JUNE 


and fundamental departure will make the nationalised industry 
responsible, not for the supply of a homogeneous commodity, or 
even a group of commodities, but for the supply of all the products 
of the steel companies (including their subsidiaries) to be acquired. 
While the primary purpose of the Act is to bring under public 
ownership the firms engaged in “ the working, getting and 
smelting of iron ore, the production of steel, and the shaping of 
steel by rolling ” ^ a whole range of end-products, including in 
some cases consumer goods, will be brought in. When companies 
to be acquired wish to separate certain processes from their steel¬ 
making plant, and operate outside the nationalised industry, 
permission to “ hive-off may be given by the Minister either 
before or after the vesting date. 

The Act also proposes that a Consumers’ Council shall be set 
up; lays upon the Corporation the duty of ensuring that its 
combined revenues shall not be less than sufficient to meet its 
combined outgoings, taking one year with another; fixes the 
borrowing powers of the Coiporation at £350 million; and 
instructs that redeemable British Iron and Steel Stock shall be 
issued as compensation to the shareholders of the firms to be taken 
over. 

As it is clear that the Act proposes a major change in the 
economic organisation of the country, and may well prove to be, 
either by precedent or by its direct consequences, the most 
important piece of economic legislation introduced by the present 
Government, it is pertinent to ask what reasons have been adduced 
to support the measure’s passage through Parliament. The object 
of this paper is to examine the case for the Iron and Steel Act 
as it was presented in the Parliamentary debates. 

The Government case is based on two groups of arguments; 
those which are : (a) primarily economic and (6) primarily poli¬ 
tical. This dichotomy is not clear-cut, and Government speakers 
have not made serious efforts to disentangle the political and 
economic considerations they have put forward. Their failure in 
this direction may help to account for the fact that the case itself 
is not internally consistent and that it points to defects in the 
present organisation of the industry that the Act does not seem 
designed to overcome. 

1. The Case on Economic Orounds 

(a) The Efficiency Argument, The Government does not claim 
that the formation of the Iron and Steel CJorporation of Great 

^ Preamble to the Act. 
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Britain will increase efficiency in the immediate future, although 
the Opposition charge that there is no plan for the Corporation’s 
activities is not entirely just.^ However, it is not on an improve¬ 
ment in the day-to-day management of the industry that the 
Government case rests. There are still many unintegrated plants 
where transport and fuel costs are very high, and there is evidence 
that due regard is not being paid to locational advantage even for 
new projects. 2 Present plans are satisfactory, but the difficulties 
will arise when the first urgent improvements have been carried 
out and the further stages for the reorganisation of the industry 
have to be settled and implemented. It will be then that the 
sectional interests of the multiple owners may stand in the way.^ 
Drastic measures may be necessary if the industry is to be properly 
sited, and if inefficient and unintegrated plants are to be scrapped. 
Decisions of this kind will have to be made if the industry is to 
become efficient, and it is difficult to believe that they would be 
taken by the members of the British Iron and Steel Federation if 
they were left to their own devices. 

There is considerable force in this argument, as the cartel 
form of organisation of the British Iron and Steel Federation has 
not brought about a unified monopoly by subduing sectional 
interests. While it is clear that a considerable improvement in 
efficiency could be achieved by paying due regard to locational ad¬ 
vantage at the expense of existing sites, this could be done only 
by pursuing a policy of large-scale scrapping. The temptation 
to retain existing plant at the cost of relatively inexpensive, repairs 
and renewals must always be a strong one. There is evidence ^ 
that the steel industry has pursued such a policy of patching, and 
a nationalised Corporation, enjoined to balance its revenue with 
its outgoings, might well do the same. If the Government means 
business it must amend the Act and introduce a provision empower¬ 
ing the Corporation to suffer capital losses on a somewhat sub¬ 
stantial scale. As it stands the Corporation will be required to 
issue redeemable Stock for all the assets it takes over and, faced 
by the necessity of balancing its budget and maintaining its 
capital, will find itself in the shoes that the steel-makers have 
uncomfortably worn for two generations. 

^ Soe the Minister's opening speech in the Second Heading Debates {Hansard^ 
November 15, 1948), where eight tasks for the early part of the Corporation's life 
are outlined. 

• In support of tliis view see “ Reports of the Iron and Steel Industry," Brian 
Tew, Economic Joubnal, September 1946. 

• Viscount Hall, Lords Second Reading Debate, Hansard, May 24, 1949. 

• D. L. Bum, The Economic History of Steel Making, p. 470. 
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The Opposition answers to the inefficiency charge are un¬ 
satisfactory. (1) The industry is producing steel in record 
quantities and is, therefore, efficient. Such a blatant non sequitur 
does not warrant consideration. (2) Efficiency has not been high 
enough in the past, but the industry has drawn up a large-scale 
development plan,^ which has received Government blessing and 
is now half-way to completion. This is a serious answer, and 
there seems to be little doubt that the industry’s plan has improved 
the efficiency of the British steel industry and will continue to do 
so. Nevertheless, at least one observer ^ takes the view that it is 
a compromise plan which does not go far enough in developing 
low-cost areas at the expense of high-cost sites, or pay sufficient 
attention to the problem of unintegrated capacity. The plan 
itself shows signs of the conflicting interests of the members of 
the Federation, and certain firms liave publically spoken of their 
dissatisfaction with it. 

The inefficiency charge is strong, and its rebuttal is by no 
means convincing, but there is little evidence that the Government 
really understands the nature of the problems involved, and it is 
clear that the Act does not jjrovidc the machinery to solve them, 
(b) The Capacity Argument, 

It is naturally more advantageous for private owners 
of the steel industry to have a total productive capacity 
below potential demand ... on the other hand it is in the 
interests of the community and of consumers of steel that 
productive capacity should be capable of meeting industrial 
requirements in peace and military requirements in war.” 

Mr. Strauss continued : ” 1 am far from saying that the steel 
industry should be extended regardless of economics, to meet the 
peak demands which the most o]>timistic can foresee in the next 
decade or so.” ® The essence of tliis argument seems to be that 
there is a gap between the outj)ut capacity the industry would 
itself build and that .which is necessary for the welfare of the 
community. 

Unfortunately, the Minister does not go on to say how the 
optimum capacity can be determined; he sets an upper limit in 
general terms, but is careful not to commit himself to figures. 
Mr. Geoffrey Cooper suggests that we might aim to reach the 
American per capita annual consumption of -6 tons and expand 
capacity to 30 million tons; disposing of the output, if need be, 

' Published by H.M. Stationery Office in May 1946. Cmd. 6811. 

^ Brian Tew, op, cit,, p. 495. 

® Second Beading Debate, November 15, 1948. 
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by expanding colonial-development plans.^ Statements of this 
kind illustrate both the danger and the difficulty of the Minister’s 
case. The industry will not provide enough capacity if it is left 
to itself. This may well be true, as the evidence of the inter-war 
years leaves little doubt that the Federation’s investment and 
price policies have been restrictive in outlook; indeed, the post¬ 
war development plan, although it does not offend seriously in 
this respect, is not expansively conceived. Opposition speakers 
have not faced the problem by denying that it exists. There does 
appear to be a conflict of interests on this point, and the important 
questions to be answered are : (1) does the Iron and Steel Act 
provide the means of overcoming it 1 (2) could the problem be 

solved if the industry were left in private hands ? 

A profitable discussion of an industry’s optimum capacity 
can take place only in the light of a given price-policy, and on 
this matter the Act is singularly unhelpful. As it stands the 
Corporation may charge any price it considers best calculated to 
satisfy the reasonable demands of the persons who use the pro¬ 
ducts for manufacturing purposes, and to further the public inter¬ 
rest in all respects.^ This, and the instruction to balance books 
taking one year with another, is the only guide to price policy 
the Act gives. The complete failure to pay any attention to recent 
theorising on this matter makes it unlikely that an optimum 
capacity can be even roughly determined on the basis of economic 
considerations. In default of any other criterion the GoA ernment 
must lay down its minimum strategic requirements and instruct 
the industry to build accordingly. If that capacity exceeds the 
amount that a privately owned industry would build, the Corpora¬ 
tion may well find itself in a very similar j>osition to that which 
the steel manufacturers have been trying to avoid for so long. It 
would have excess capacity. Under such circumstances the 
Corporation might pay regard to its obligations to cover its costs 
and play the (discriminating) monoix)list’s game. It might, on 
the other hand, decide ‘‘ to take one year with another ” and re¬ 
duce prices in the hope of extending sales. Neither course would 
be likely to increase the general welfare or lead to the optimum 
distribution of the nation’s resources. 

A mere change of ownership will not exorcise the problems 
of the economics of steel-making. If the country needs a larger 
capacity than a privately owned industry would find profitable, 

^ Second Reading Debate, November 17, 1948. 

* Iron and Steel Act, Section 3, which also forbids undue preference or unfair 
discrimination in the supply and price of the Corporation’s products. 
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it must pay for it. Clearly the community can, as the U.S.S.R. 
has done and is still doing, build itself a very large steel industry 
if it wishes to direct its resources to that purpose, but it cannot 
avoid taking resources from more profitable uses in the process* 
Once it is admitted that a large capacity may not be compatible 
with profitability and that expansion plans might require Govern¬ 
ment subvention, the way is open to solving the problem by leav¬ 
ing the industry in private hands and granting the same sub¬ 
vention, particularly if this were linked with some form of public 
control of the Federation’s restrictive policies or the restoration of 
some degree of competition in the industry. 

(c) The Full-Employment Argument, 

‘‘ This Bill, far reaching and beneficial as its effects will 
eventually be on the iron and steel industry itself, should not 
be considered in isolation. It is an integral part of the 
Government’s general strategy for establishing a prosperous 
national economy. The power over our industrial life which 
previously resided, with chaotic and disastrous consequences, 
in the hands of the private owners of the nation’s mines, trans¬ 
port and steel, will reside there no longer. However, this 
power will provide a mighty weapon for maintaining full 
employment and raising the standard of living of our people.”^ 

As the Minister and some other 8i)eaker8 present this argument 
it has a somewhat naive look, suggesting that furnaces will be kept 
in blast and mills rolling, however thin the order books might 
become, and that the spectacle of a steel plant laying off workers 
will never disgrace the industry again. If this interpretation 
misjudges him, and he is thinking along the lines of the Employ¬ 
ment Policy White Paper to the effect that the Government and 
its agencies should plan their exj)enditure contra-cyclically, there 
is some substance in it. Large-scale capital replacements by 
Britain’s nationalised industries at times of declining trade activity 
could have a by no means negligible effect on employment levels. If 
this is the Minister’s case, he is guilty of overstatement; if he means 
more it would be interesting to know exactly what he has in mind. 

(d) The Financial Argument. That the industry will require 
substantial financial assistance if it is to become efficient is a 
commonplace. Adequate sums will not be available from private 
sources. The Development Plan, estimated to cost £168 million, 
will probably cost £250 million because of the rise in prices 
that has taken place since 1945, and much more will be required 
in the future. Steel has not been attractive to investors since 
the twenties, and the industry’s inter-war finance had to be 

^ Minister of Supply, Third Reading Debate, Hansard^ May 9, 1949. 
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assisted by the banks. Indeed, it was the bankers’ interest in 
steel that helped to bring about the concentration and amalgama¬ 
tion schemes of the early thirties. When the Development 
Plan was drawn up it was felt that “it would appear not improb¬ 
able that the industry could meet approximately half the cost of 
the programme out of its own resources ” and that, as two- 
thirds of the additional capital would be required for expenditure 
in the Development Areas, the industry’s claim to what funds 
were available should be strong.^ The largest project under the 
plan, the Margam plant of the Steel Company of Wales, requires 
no less than £66 million, of which £35 million has been provided 
by the Government-sponsored Finance Corporation for Industry 
and 75% of the public issue left in the hands of the underwriters. 
The Finance Corporation for Industry has also found a further 
£15 million for other developments under the plan. 

The industry’s inter-war difficulties and the necessity of 
raising £50 million from a Government-inspired institution give 
force to the Government \dew that large-scale State assistance 
will be required if the industry is to re-equip itself and become 
thoroughly efficient. ^ The proposed borrowing powers of the 
Corporation suggest that the Government envisages developments 
in excess of those for which finance could be obtained through the 
normal channels without State assistance. The argument is to 
some extent vitiated by the fact that the threat of nationalisation 
may well have inhibited market reactions since 1945, and makes it 
impossible to deny the Opposition claim that without this threat 
suflScient capital could have been found. The evidence on this 
point is inconclusive. 

2. The Case on Political Grounds 

(a) The Monopoly^Power Argument, An immense concentra¬ 
tion of political and economic power has growm up, and whether 
it is used by its private owners for good or ill, it is wrong that it 
should lie in private hands. If there must be monopoly control of 
the industry on technical grounds it should be exercised by the 
community’s representatives. The Government does not object 
to the fact of monopoly, indeed, it proposes to perpetuate the 
monopoly itself; the efficiency of the industry requires that there 
shall be a large degree of central control. In the words of the 
Chancellor of the Exchequer, 

“We have to decide whether such a large measure of 

industrial control by private interests is consistent with 

1 Eeport of Cmd. 6811, p. 36. ® £360 mUUon. 
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present-day democratic government ... it is not a question 
as between uncontrolled private enterprise and national 
ownership, but between the private or public control of a vital 
industry.’’ ^ 

The issue is not, however, simply private control against 
public control, because the Opposition freely admits the need for 
Government supervision of the industry in the public interest. 
The control exercised by the Minister of Supply and the recently 
defunct Steel Board provides in their view a more satisfactory 
method of protecting the public interest.^ This view is firmly 
rejected by the Minister of Supply. First, it does not enable him 
to exercise a sufficiently positive influence. The industry can be 
told what not to do, but on most matters not what it must do. 
There are good reasons .for not separating ownership from control 
(although the process has been proceeding apace for several 
decades in the steel industry as elsewhere), but to asseiii “ that it 
would be madness for a Government determined to build the 
nation’s prosperity on sound economic foundations to perpetuate 
such a system in a basic industry ” ^ suggests little faith in the 
future of a planned economy of which a large part must be con¬ 
trolled but not owned. Second, under a system of Government 
control and private ownership the Government remains at the 
mercy of the men in possession who possess the technical “ know¬ 
how.” Mr. Strauss does not seem to be giving his support to the 
planning school. 

There can be little doubt that the essence of the monopoly 
argument is political, but it is not necessarily the worse for 
that. 

“ Steel and insurance are the citadels of twentieth century 
power and no country moving towards a planned economy 
can afford to concede autonomy to two such giants within 
its ranks. I do not think it is of any good to deny the 
political implications of this measure, and for my pari I do 
not deny them—nor indeed conceal them.” ^ 

A variation of the monopoly argument points to the inevitable 
growth of combination and amalgamation which has served the 
nation well and led to improvements in all the major industries. 

“ It would be unrealistic to pretend that this development 
should stop here, and that there is no room for future improve¬ 
ment. The Government, in their realistic outlook, have 

^ Second Reading Debate, Hansard, November 16, 1948. 

* For a very clear statement of this case see “ The Public Supervision of the 
Iron and Steel Industry,” BJ.S.F. Monthly Statistical Bulletin, October 1949. 

» Minister of Supply, Second Reading Debate, Hansard, November 15, 1948. 

* Mr. S. N. Evans, Third Reading Debate, Hansard, May 9, 1949. 
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taken courage to proceed to what is the next natural stage in 
this evolutionary process by bringing under public ownership 
the coal industry, gas and transport industries.’* ^ 

The Opposition answer to the monopoly-power argument is 
that the British Iron and Steel Federation is merely an organisa¬ 
tion designed to provide the advantage of co-ordination and 
balanced development. At this point an academic observer may 
be forgiven for bringing to mind Adam Smith’s dictum on the 
meeting together of people of the same trade. However, it is 
important to bear in mind that the Government case against the 
industry on grounds of efficiency is based on the existence of 
sectional interests within the Federation. Surely there is some 
inconsistency here. If the industry is controlled by a small num¬ 
ber of ‘‘ steel barons ” they will not be very powerful if they can¬ 
not agree amongst themselves. That the nation’s prosperity may 
suflFer as a result of their conflicting interests is beyond doubt, but 
to admit as much, reduces the force of the monopoly-power 
argument. The Federation can present a united appearance when 
orders are plentiful, but it might well suffer, as many cartels have 
suffered in the past , from the defection of its members in more 
difficult times. The Federation has not been entirely free from 
internal dissension. 

(b) The Regard for Social Capital Argument, The industry has 
not paid sufficient regard to the effect that its actions have had 
on the social fabric of the areas in which it operated—or more 
exactly ceased to operate. Damage to social capital must in 
future be allowed for in all calculations of profitability. The 
steel-makers are charged with plunging whole areas into ruin; 
the partial migration of Scotland’s steel industry is cited as a case 
in point. 

Serious as this charge may be, it does not square with the 
efficiency argument, which points to uneconomic location. The 
southward movement of Scotland’s steel industry has done much 
to improve the efficiency of British steel-making. The same con¬ 
fusion is evident in Government supporters’ criticism of the Jarrow 
and Ebbw Vale projects. The steel-makers’ opposition to the 
Jarrow scheme may not have been based on considerations of 
efficiency, but, be that as it may, the North-east Coast was not the 
best place for a new steel plant. Ebbw Vale may not be a satis¬ 
factory site on purely economic grounds, but the most powerful 
argument employed in the attack on the plan to build the Richard 
Thomas plant in Lincolnshire was the effect such a migration 

^ Viscount Hall, Second Heading Debate, Hansard^ May 24, 1949. 

No. 238— ^VOL. LX. Y 
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would have on the already depressed steel jireas of South 
Wales. 

It is clear that there is a conflict between operating efficiency 
and proper regard for social capital and the maintenance of local 
levels of employment. As the result of recent technical develop¬ 
ments many existing sites are uneconomic. The industry has 
already begun to desert centres of fuel supplies in favour of areas 
where raw materials are plentiful, because of improved fuel 
technology and more efficient processes of extraction from low- 
grade ores. The extent to which present coastal sites depend on 
imported ores is also adding unwelcome strain to the balance of 
payments. A nationalised industry required to make its decisions 
in the light of the nation’s over-all economic situation must pay 
proper regard to these facts and plan future development at 
low-cost inland sites. A policy of this kind will be painful both 
for the contracting areas where employment levels may fall and 
social capital become redundant, and for the expanding areas 
where labour will be scarce and social capital inadequate. The 
consequential demands for social investment are likely to be 
substantial. 

The Corporation may w^ell have to sacrifice profitability if it 
does not wish to incur heavy, if temporary, social costs. Govern¬ 
ments have been prone to pay too much regard to considerations 
of this kind, and a public Corporation subject to political control 
is likely to give excessive rather than insufficient attention to 
non-economic factors. The cure might be as bad, or even worse, 
than the disease. The Corporation wdll take over the problem 
of the conflict betw^een profitability and the preservation of 
social capital, just as it will take over the problem of deter¬ 
mining the industry’s optimum capacity. Nationalisation will 
not in itself solve either issue. The Government case seems to 
ignore the fact that economic decisions are essentially questions of 
choice and that changes in economic organisation seldom change 
the nature of an industry’s—or a nation’s—basic problems. 

(c) The Mand^ate Argument. This measure is a fundamental 
part of the programme on which the Labour Party won the 
election in 1945. The pledge given to the nation, and in particular 
to the steel-workers, whose efforts reflect their faith in the Govern¬ 
ment’s intentions, must bo honoured. This is not the place to 
examine the theory of the mandate and the question of the steel¬ 
workers’ efforts is one of fact. 

Some Opposition speakers brought evidence that certain 
trade unionists were not anxious to see the measure reach the 
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Statute Book; while Government speakers pointed to the fact that 
hundreds of resolutions in favour of the Bill had been passed at 
steel-workers’ trade-union branch meetings. The Opposition 
evidence was clearly not representative, and if, as the recent 
P.E.P. report on trade unions suggests, resolutions are on the 
whole expressions of second-level opinion ^ the Government 
case is similarly not based on a very firm foundation. The 
unusually healthy labour relations in the industry have been 
quoted by the Opposition as an indication that the workers do not 
want nationalisation, but it is likely that this happy state of 
affairs is not particularly significant in this connection but is 
the result of historical factors ^ in no way connected with the 
issue under discussion. 


3, Conclusion 

Where political and economic considerations are as closely 
interwoven as they have been during the course of the debates on 
this measure it is impossible to arrive at a completely objective 
conclusion. Nevertheless, it should be possible to make some 
estimate of the strength of the Government’s case. When 
legislators propose to bring about a fundamental change in any 
part of the organisation of a democratic country they should be 
required to prove beyond reasonable doubt at least two things : 
(1) That the situation they propose to change is in fact un¬ 
satisfactory and that it is in the public interest tliat it should be 
changed. (2) That the measures they propose to take are the 
best, having regard to all the circumstances, that can be taken to 
bring about the desired change. 

If these criteria be admitted the Government case is unsatis¬ 
factory. The nationalisers certainly meet the first requirement on 
grounds of efficiency, capacity and (possibly) finance. They fail 
to meet the second in two different ways. First, no solution other 
than the perpetuation of the present system has been seriously 
discussed during the debates. For example, the possibility of 
restoring some degree of (Jompetition has not been examined. 
The technical and political inevitability of at least monopoly 
control seems to have been accepted by both sides. It is difficult 
to avoid the conclusion, indeed certain Government speakers 
admit it, that the Act is doctrinally inspired. It is true that 

^ British Trade Unions, P.E.P., p. 29. Seoond-lovel membership is defined 
as the active branch ifiembership, which varies from 6% to 76%, but is seldom 
more than 10% or 16% of total membership. 

* Predominantly, perhaps, the sliding scale, the fact that stec'hworkers are on 
the whole well paid and the industry’s well-developed conciliation machinery. 



322 


THE ECONOMIC JOURNAL 


[JUNE 1960 


supporting economic considerations have been brought forward 
with some force, but sometimes they flavour of rationalisation. 
Second, the Act and the case put forward in support of it in the 
Parliamentary debates do not form a consistent whole. When the 
Act is examined in the light of the defects it is designed to over¬ 
come, it is somewhat difficult to see how the Iron and Steel 
Corporation of Great Britain would go about its business. In 
particular, it is difficult to see how profitability and the main¬ 
tenance of capital could be reconciled with ; (1) a proper regard 
for efficiency, at least for many years; (2) an adequate capacity, if 
this is to be larger than the industry would itself build; and (3) 
the maintenance of social capital and local levels of employment. 
In view of the experience of nationalised coal, transport and civil 
aviation, however, it would perhaps be unnecessary to release the 
Corporation from its duty to balance its books—it would not lack 
precedent for failing to do so. 

S. J. Langley 

Umversity of Sheffield, 

Sheffield. 



THE UNITED NATIONS’ REPORT ON 
FULL EMPLOYMENT.! 


Whethee it proves a basis for immediate action by agencies 
of international government, an influential tract for the times or 
simply an essay in applied economic analysis, this report to the 
Secretary General of the United Nations is an important docu¬ 
ment; for, in a co-ordinate fashion, it analyses and makes pre¬ 
scription for domestic full employment, short-run stability in 
foreign trade and long-run equilibrium between the dollar and 
non-dollar trading areas. 

The report was written in seven weeks towards the end of last 
year in response to a resolution of the Economic and Social 
Council, adopted on August 11, 1949. The American recession of 
the first six months of the j^ear, with its sharp consequences for 
the balance-of-payments position of many countries, brought to 
the surface a persistent underlying uneasiness concerning the 
future course of the American economy. At the same time the 
Soviet Union and its friends on the Economic and Social Council 
pressed on with a long-standing campaign to call public attention 
to the instability of capitalist economies in general, and that of the 
United States, in particular. These real economic and political 
interests yielded a unanimous request from the Economic and 
Social Council to the Secretary General to have prepared an expert 
report on national and international measures conducive to the 
maintenance of full employment. 

The experts chosen (it is regrettable that the Polish economist 
designated did not participate) took the Economic and Social 
Council at its word, and produced an explicit and closely related 
programme for action. The report consists in some one hundred 
pages of analysis, broad recommendations and specific proposals. 
In an extension of the United States Supreme Court (and House of 
Lords) tradition to a new terrain, it concludes with a separate con¬ 
curring statement by J. M. Clark, with which the other authors 
express agreement. 

The analysis on which the proposals are based contains little 
that is new, either in respect to its domestic or to its international 

^ NcUional and International Measures for Full Employment, Report by a 
group of experts appointed by the Secretary General of the United Nations. 
E. Ronald Walker, Chairman ; J. M. Clark, Nicholas Kaldor, Arthur Smithies 
and Pierre Uri. (Lake Success, New York. Dec. 1940, 5^.) 
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aspects. It has, however, a number of special virtues. In the first 
place it was fully agreed by five economists who stem from 
differing academic traditions and whose several views of the con¬ 
temporary scene are coloured by an awareness of peculiar national 
and regional problems. The report tlms broadly symbolises the 
extent to which economists of the non-Communist world have 
evolved, over recent years, an agreed set of tools and even a com¬ 
mon perspective on the great economic issues of the post-war 
world. In the second place, the analysis brings within a single 
compass, and forces simultaneous consideration of problems 
w’^hich have tended to be dealt with discretely, by economists as 
well as by governments. This is, certainly, the rejicrt’s greatest 
analytic virtue. Third, the rej^ort is clearly written and unam¬ 
biguous, without gross over-simplification of the strictly economic 
problems considered. Fourth, both the analysis and the recom¬ 
mendations make clear the gaps in economic thought and policy 
which need to be filled if the report’s large inter-related aims are 
gradually to be translated into national and international policy. 

For purposes of review, it is convenient to consider the 
proposals somewhat out of the sequence in which they are pre¬ 
sented. The authors move over from prescriptions for domestic 
full employment to the structural ]>roblems of international trade 
and investment; and then thej^ add a scheme for stabilising the 
level of foreign trade in the short period. In order to isolate 
certain issues of analysis, the first and third proposals, which have 
a common theoretical base, are here examined together. The 
structural proposals are treated se2)arately. 

The report takes its start from a now conventional considera¬ 
tion of forces making for fluctuations in income within a given 
country. Like the examination of the foieign balance which 
follows, it is, essentially, a short-|:H?riod analysis. Long-period 
factors, it is true, briefly apiiear. There is some discussion of the 
level of investment, and its limitations as a unique instrument 
for maintaining steady full emiflo^'ment (para. 73). The authors 
accept, on a rough empirical foundation, the view that the rate 
of investment consistent with the secular rate of progress (a 
concept not explored) is bound to be lower than that necessary 
for the maintenance of full em])loyment in highly industrialised 
countries; and that, consequently, in such econoriiies, steady full 
employment will demand a secular increase in the proportion of 
the national income devoted to consumers’ outlays (paras. 74 and 
162). They do not discuss, however, whether this result can be 
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achieved without chronically unbalanced budgets; nor do they 
consider the possibilities of a secular increase in the propensity to 
consume. Their view of the long-run pattern of income outlays 
is, further, not related to the later treatment of long-term inter¬ 
national capital flows. The authors’ bias towards a concept of 
secular stagnation is, thus, ex cathedra ; and, in general, the report’s 
analytic structure reflects the fact that economists have only 
begun to relate the theory of short-run fluctuations in income to the 
theory of economic progress. 

As compared with other recent simplified analysis of income 
flow, the report gives considerable emphasis to the inflationary 
problems of full employment (paras. 84-9, 173-7, and the separate 
concurring statement of J. M. Clark). It contains, however, no 
sustained analysis of the role of monopolistic elements in income 
fluctuations, except in relation to problems of inflation. 

Although there is obviously much still to be learned of the 
practice of full-emi)loyment policies, and despite the possibilities 
of difference in details or in emphasis, the report’s discussion of 
this range of problems, in their short-i^eriod aspect, bears the 
stamp of a mature body of doctrine, well beyond the stage of 
revolution or even of crusade. 

Something of the same may be said of the short-period analysis 
of international equilibrium (paras. 52-66). This passage reflects 
the extent to which the classic theory of international trade, in 
simplified form, has lately been absorbed within the body of 
income analysis (note especially para. 53). Reference is made to 
the differing short-period elasticities of suppty, as between 
industrial products on the one hand and primary products on the 
other. This portion of the text also includes a pointed justifica¬ 
tion for general and discriminatory deviations from multilateral 
free trade, as devices of insulation against the full effects of 
external income fluctuations (j^aras. 62-6). 

The authors have not chosen, however, to deal with income 
elasticities of demand for various commodity groups, and their 
consequences for balance of payments of economies of different 
structure. Nor have they examined short-period distortions 
which might arise from differing degrees of full employment and 
inflation, a matter of some practical importance in the world they 
envisage; for the rapid economic development of under-developed 
areas accompanied by large international capital movements, 
which they prescribe, is likely to produce such disproportionate 
income expansions. 

From the analysis, up to this point, flow two sets of recom- 
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mendations : one designed to maintain steady full employment 
without inflation within individual countries; the other, to 
stabilise the availability of foreign exchange, in the face of national 
lapses from full employment. It would be unfair to characterise 
these proposals as the generals’ prescription for winning the last 
war, for they are clearly germane; but they obviously owe much 
to a contemplation of the sort of domestic and international 
measures which would have avoided the debacle after 1929, 

The proposed measures for the maintenance of domestic full 
employment can be summarised in four groups (paras. 153-64) : 

(1) measures to stabilise the level of investment, including 
encouragement to pri\^ate investment and direct public 
enterprise; 

(2) measures to stabilise, or secularly to expand, the level 
of consumers’ outlays, including “ built-in ” stabilisers and a 
variety of fiscal supports to consumption; 

(3) measures to avoid inflation, including a reversal of 
expansion techniques, if necessary, and institutional arrange¬ 
ments to avoid the monojxflistic exploitation by special 
groups of full-employment conditions; 

(4) measures to stabilise employment and income in dis¬ 
tinctively export Industrie's, including subsidies to domestic 
consumption of their products and international price (or 
direct-income stabilisation) schemes, for primary products. 

Here the authors have attem]>ted merely a selective summary 
of techniques which have already been, at least academically, 
explored. Especially with respect to the just course between full 
employment and inflation, however, there are imponderables, 
which are not evaded in the text and which are, in fact, under¬ 
lined in the concurring statement of J. M. Clark. 

The report states (para. 176): “. . . the situation requires 
such action by the government, jointly with organized labour 
and employers’ associations, as would ensure that any wage 
increases that may be granted will not result in a general price 
inflation.” This is, evidently, no antiseptic device of fiscal 
policy, but a searching political query. The authors, properly, 
propose no neat formulae. They have simply underlined a political 
condition for the successful pursuit of sustained full employ¬ 
ment ; namely, the acceptance of a common responsibility for the 
general price level by some groups w^ho have normallj^ pursued 
their objectives on the assumption that the general economic 
environment may be taken as given. 

The most distinctive suggestion of this portion of the report 
is that the Full Employment Pledge of the United Nations 
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Charter be formalised through the adoption and announcement 
by each country of a full-employment target appropriate to its 
structure. For industrialised countries, the target would consist 
of the maximum level of unemployment permitted, without 
explicit government responsibility for undertaking counter¬ 
measures. The concept is extended, as well, to less-developed 
countries, where the target would consist in the level of industrial 
employment appropriate to its current manufacturing capacity, the 
national targets thus moving with the stages of development plans. 

The symmetry here is a bit forced; for the strictly domestic 
measures available to an under-developed country to maintain its 
rate of industrial employment and industrialisation in the face of 
a general depression are likely to be extremely limited. And 
many such areas must depend mainly on the eflficacy’^ of inter¬ 
national measures to sustain the level of income, and thus the level 
and character of employment. It is, nevertheless, wholesome that 
the authors have emphasised the existence on a large scale of this 
type of concealed unemployment. 

The report suggests, further, that governments should 
formulate and make known, in full and in advance, the kinds of 
measures envisaged to deal with levels of unemployment higher 
than the target figure, as well as with inflationary situations; and 
that adequate powers, for prompt action, should be lodged with 
the executive branches of the several governments. 

The suggested mode of operation of this programme is the 
following : 

(1) That in addition to the full-employment target 
(which might be defined as a range) a “ signal ’* level of un¬ 
employment be defined, possibly in terms of unemployment 
in cyclically sensitive industries. 

(2) Upon the appearance of “ signal ** unemployment for 
three successive months the government would be obligated 
to bring into play counter-measures consisting essentially in 
tax reductions, designed to reduce average unemployment to 
the mean of the target range. 

(3) These automatic counter-measures are regarded as 
simply a part of the whole machinery of full-employment 
policy, which each country would develop in terms of its own 
peculiar problems and institutions. The application of the 
automatic counter-measures would symbolise that the 
programme as a whole had failed to meet its full objective, 
and that further measures, quite possibly beyond the auto¬ 
matic measures, were required. 

It is easy to dismiss these suggestions as an academic drama¬ 
tisation of the argument, ill-suited to the empirical rough and 
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tumble of politics, and difficult to reconcile with the Constitution 
of the United States, a country to which the proposals are notably 
addressed. Politicians are likely to recognise the power of a 
proposal that would heighten the public awareness of the implica¬ 
tions of a full-employment policy, and they may well fear the 
transfer of broad and flexible commitments into the realm of 
automatic executive action. Certainly, should they accept the 
principle of the authors’ proposal, they will fall short of the rather 
high standard of explicitness set for enunciating specific measures 
in advance; and, in the United States, the range for independent 
executive action will have to be carefully adjusted to jealously 
guarded Congressional powers with respect to the raising of 
revenue and the drawing of funds from the Treasury (Article I, 
sections 7 and 9 of the Constitution).^ 

Reservations of this sort may be joined to doubts concerning 
the ability of relatively free societies both to enjoy full employ¬ 
ment and to avoid inflation. Here, it should be noted, that, 
although there is a considerable distance to go, employers and 
trades unions, in both Europe and the United States, have ex¬ 
hibited a greater willingness to take account of the effect of their 
actions on the level of employment and the general price level than 
is often realised. In principle, there is no reason to believe that a 
further recognition of this relationship need necessarily result in 
an end to collective bargaining as we now know it; although its 
character would ceitainly alter at periods close to the inflationary 
margin. 

Only the rough test of experience will be able to tell us whether, 
in fact, people will prefer relatively steady full employment, at the 
cost of greater discipline with respect to wages and prices, to 
greater freedom of action with larger fluctuations in employment 
and profits. The risks of experiment, however, are less than they 
might appear, given the proven powers of government to impart 
deflationary impulses to the economy. The possibility of a weak 
government neither, on the one hand, imposing (e.gr., through 
compulsory arbitration) or negotiating adequate discipline, nor, 
on the other hand, instituting deflation cannot, of course, be ruled 

J These provisions might be re.spectetl by having the annual tax schedules 
set by the Congress at two levels: one for periods at or below the “ signal 
level of unemployment; the other for operation should the “ signal ” level be 
exceeded. This rigid arrangement would limit executive action’to simply taking 
cognisance of arrival at the “ signal level. In tho United States measures to 
deal with unemployment beyond such pfe-defined automatic measures would 
still require Congressional action, to the extent that they involved new outlays 
or altered taxation. 
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out, especially in the short period. But steady inflation will 
enforce its own political as well as economic remedies. 

In general, this is a problem, like many others faced by 
political democracies in recent times, where it is easy to demon¬ 
strate logically that the acceptance of government responsibility 
will certainly strain and might threaten the fabric of fundamental 
liberties. The outcome is liable to depend, however, not so much 
on the nature of the problem as on the degree of understanding and 
sense of civic responsibility exhibited by the relevant groups 
among the people, and on the leadership furnished from the side of 
government. The resourcefulness of political democracy appears 
potentially great enough to sustain a liigh level of employment 
without either protracted inflation or corruption of the bases of 
democratic society. The democratic process has proved com¬ 
patible in some societies with the exercise of wide governmental 
l)Owers and controls; and it is feeble in many regions where there 
is almost unlimited scope for individual action in the economy. 
The strength of the democratic process is a complex phenomenon 
and not correlated in any simple way with the degree and kind of 
economic issue settled by communal action as opposed to the inter- 
])lay of individual actions. Each country will, in fact, have to 
find its own answer and to strike its own balance between liberty 
and order in this field; and these balances are likely to differ from 
country to country, as indeed they differ at the present, time. 

Taken all together, the suggested steps forward, with respect 
to domestic full employment, in directions familiar but untried, 
Avill be, for governments, like most important decisions of policy, 
an exercise in balancing hoj)es against fears; and there is every 
reason to wish that they adopt, each in the context of its own 
society, the line of sober courage admirably formulated by J. M. 
Clark in his concumng statement. 

There is a similar dramatic quality in the report’s scheme for 
stabilising the supply of foreign exchange in the short-period. 
And, in the first instance, it is probably to be understood as a 
means of making explicit the international responsibility borne by 
each country for its national level of income and employment, and 
thus its level of demand for the exports of other countries. 

The scheme (designed to supplement domestic full-employ¬ 
ment measures, and any stock-piling and other programmes which 
would help stabilise the level of imports) is, briefly, as follows : 

(1) A Reference Year would be established for each 
country, being the most recent year in which the full-employ- 



332 


THE ECONOMIC JOURNAL 


[JUNE 


future limitation on their ability to build-up reserves, caused by 
the exercise of counter-drawing rights by former depositor coun¬ 
tries ; or they might reduce imports currently rather than await 
the doubtful outcome of the annual Fund negotiation. 

No one, however, who has observed the various post-war 
negotiations leading to the allocation of resources and funds, on 
the basis of complex objective criteria, is likely to hold that the 
scheme is technically inoperable. No international body has yet 
failed successfully to divide up someone else's resources, once they 
have been made available. Staff work of a new kind w^ould bo 
required and the evolution of a common law experience; but 
clearly a scheme of this type could work. 

The acceptance of the scheme hinges on two other factors. 
First, governments and peoples must be prepared to acknowledge, 
in the most concrete of possible ways, an international responsi¬ 
bility for the stability of their domestic economic arrangements. 
And they must be prepared to place flexibly in the hands of the 
executive branches of their governments adequate funds and the 
discretion to negotiate concerning tliem with the International 
Fund. In the United States such discretion has hitherto been 
given, with respect to foreign disbursements, only at times of 
national emergency. Second, there is the question of whether the 
scheme is needed. It is frankly designed to supplement chroni¬ 
cally low’^ foreign-exchange reserves. Their present level now 
results mainly from structural difficulties in world trade. The 
scheme is not designed to remedy these structural difficulties, and 
could not be properly applied, in any case, until the structural 
difficulties had been solved, or were clearly on the way to solution, 
by other means. One might ask whether it would not be wiser 
to concentrate on measures for domestic full employment and on 
solution to the structural problems of trade, and count on such a 
world economic system to yield foreign-exchange reserves capable 
of dealing with the international consequences of lapses from full 
employment. Some may hold that, if we are patient, and act 
elsewhere to create a rational economic environment, the Fund, 
perhaps with somewhat larger resources, might w^ork. 

On formal grounds, however, the authors’ position is well based. 
They can establish a clear gap in the structure of international 
agencies, as presently organised (paras. 120-1). They can point 
to the reality of each country’s responsibility for either initiating 
or communicating an international impulse to deflation (para. 
119). They can emphasise that the call on depositing countries 
would come at a time of unemployment when, in any case, deficit 
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financing is likely to be in operation, and the real cost of its 
deposit would be low or even negative (para. 137). To these con¬ 
siderations might be added the likelihood that the course of the 
solution to the structural trade problem is likely to be slower and 
more precarious than we may hope; and that the building of 
adequate foreign-exchange reserves is likely to be a long, slow 
process. A cushioning flow of foreign exchange would probably 
be useful. Further, the existence of such a scheme, which would 
make, in a sense, gifts to foreigners alternative to gifts to nationals, 
would constitute a powerful political incentive to the maintenance 
of domestic full employment. 

There is a final argument for some such scheme which may, in 
the long run, prove to be its greatest justification. If, as may well 
be, we must assume that countries will choose different balances 
of liberty and order witli respect to domestic full-employment 
policy there will be a strong incentive for the more highly 
disciplined countries to maintain machinery of discrimination and 
control over foreign trade, and to fear to take the final steps 
towards free convertibility of currencies, even after some tolerable 
order has been established in the wx)rld trading framewwk. In 
the nineteenth century free convertibility hinged not only on 
adequate reserves and an international short-term as wdl as long¬ 
term capital market, but also on the existence and acceptance of a 
single business cycle for the w^hole world trading area. It may be 
that a scheme of this type could be an important instrument for 
holding wdthin a single free trading area economies subject to 
differing degrees of income fluctuation. 

On the Avhole the scheme is to be judged fundamentally valid, 
if it proves politicallj^ negotiable. At the cost of some conceptual 
refinement, it might well be simplified. But it is not lightly to 
bo set aside; for it is addressed to a real problem, the solution of 
which may prove a decisive link in the chain of domestic and inter¬ 
national economic policies to which most governments are, in 
principle, committed. 

In the full framew^ork of the report the proposals for short-run 
stabilisation of foreign trade are designed to operate in an en¬ 
vironment where domestic full employment is tolerably w^ell 
maintained and where solution has been found for the dominating 
structural distortions of post-war trade. The authors have boldly 
brought together the problems of sustained full emplo 5 nment and 
of long-run trade equilibrium between dollar and non-dollar 
areas. 
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The formal grortndB for introducing this vaijt theme are three : 
that full employment will be precarious so long as deficit countries 
cannot purchase, out of current earnings or manageable borrow¬ 
ings, essential raw materials for industry; that the development 
plans of many under-developed countries, the fulfilment of which is 
necessary to reduce the level of concealed unemployment on the 
land, are now precariously sustained by diminishing currency 
reserves; and that present disequilibrium prevents the building 
of adequate foreign-exchange reserves, and leaves the import and 
employment level of many countries sensitive to even small dis¬ 
turbances in international trade. “Without the restoration of 
over-all equilibrium in balances of payment, it will be impossible 
to achieve the kind of stable international framework within whieh 
full employment policies can succeed ” (para. 102). 

The structural distortion in world trade is defined as the in¬ 
ability of Western Europe to finance on current account its im¬ 
ports from the dollar area (only 43% in 1948); a similar but lesser 
inability currently to finance American imports on the part of 
many non-European countries (74% in 1948); and an inability of 
the United States to cover its exports by imports of goods and 
services (only 62% in 1948). 

To correct this insecure structure of trade, now largely 
dependent on annual Congressional grants and on diminishing 
foreign-exchange balances, two measures are proposed : 

(1) a world trade-adjustment conference, under the 
®gis of the Economic and Social Council, in which govern¬ 
ments would examine each other’s future trade plans and 
adjust their own plans in the light of what was thus revealed 
and in the light of . . . 

(2) a system of stabilized long-term international capital 
movements, on the basis of substantial borrowings from 
governments and lending to governments, for general 
development purposes, to be operated by a new department 
of the International Bank for Reconstruction and Develop¬ 
ment. 

Reflecting the undeveloped state of dynamic long-run theory, 
these suggestions are presented against a relatively tbin back¬ 
ground of analysis. Moreover, the proposal for enlarged inter¬ 
national capital movements is only obliquely related to the 
problem of maintaining full employment in the lending countries 
(para. 163); and there is no examination of its possible connection 
with the rate at which the proportion of consumers’ spending, in 
advanced economies, might have to be increased over time. The 
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relation between the investment proposals and the trade-adjust¬ 
ment conference is explicitly made; but it is made in quite general 
balance-of-payments terms (para. 111). 

The authors had, of course, only seven weeks in which to write 
their report; and they cmi^hasise strongly the further technical 
preparation that will be required if consultations and negotiations 
of the kind envisaged are to succeed (para. 108). It is, neverthe¬ 
less, proper to examine their proposals in this field with some care, 
both because of the relation of structural trade and investment 
problems to the maintenance of full employment and because of 
the priority such structural problems must, in any case, enjoy over 
the near future. 

There is a significant asymmetry in the manner in which the 
structural, as opposed to the short-run, proposals are presented. 
In the case of the latter, the authors indicate, in simplified form 
at least, the considerations that they believe relevant to the 
formulation of national jjolicies. Their structural prescriptions 
are more reticent: they stop sliort, in effect, with the injunction 
that whatever is done by governments, internally with respect to 
their development plans, externally with respect to their trade, 
their lending or their borrowing, should be consistent with full 
employment on the one hand and short-run balance-of-payments 
equilibrium on the other. It is a little as if the full-employment 
proposals had merely enjoined the governments so to act as to 
maximise national income without creating inflation. 

In short-run terms, an increase in capital exports from the 
United States, for example, makes more dollars available in the 
world, eases the general dollar shortage and may help sustain 
the level of employment and income in the United States. This is 
the vocabulary in which the matter is now conventionally discussed. 
In long-run terms other considerations become relevant, among 
them the character of the investment to which the dollars are 
applied and the manner in which the American economy adjusts 
to the receipt of the imports or services in which interest must be 
repaid if it is to be repaid at all. 

The form in which the authors’ structural proposals are pre¬ 
sented makes it peculiarly important that these long-run issues be 
squarely met; for their recommendations either imply or would 
explicitly place great responsibility for the character of invest¬ 
ment outlays on national or international public bodies. This 
can be seen by examining the nature of the criteria on which it 
is proposed that international lending be conducted and the 
No. 238 —^VOL. LX. z 
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character of the issues that would have to be fi^ced at the proposed 
trade-adjustment conference. 

In prescriptions for domestic full employment (excepting 
counter-cyclical government projects) investment is assumed to 
follow expected opportunities for profit; and acts of investment 
are assumed to be taken by a very large number of individuals and 
institutions. The aim of policy is to create the environment which 
will yield the appropriate volume of investment. 

What the authors propose, however, is a large, stable flow of 
international investment the character of which is to be determined 
by negotiation between governments and an international public 
body. The criteria for lending by new department would be 
changed from those now governing the operations of the Inter¬ 
national Bank. Instead of entertaining particular projects, the 
Bank would lend to individual governments. Instead of ex¬ 
amining the expected profitability of a project, the Bank w'ould 
examine the whole national development programme to which it 
was making contribution, and judge whether it was ‘‘ well- 
conceived ’’ (para. 116). In particular, the Bank would establish 
the effect of loans on 

“ national income, taxable capacity, and export capacity. 
While the effects of a development programme cannot be 
calculated with precision, the Bank should not, in general, 
lend unless it is convinced that, in consequence of the loan, 
the borrowing country’s current balance of pajments will 
improve sufficiently to permit interest and amortization to 
be made ” (para. 1976). 

In the past the profitability of international lending to under¬ 
developed countries has largely depended upon the deyelopment 
of exportable surpluses of foodstuffs and raw materials and upon 
the state of the market for such products, when the process of 
their development had come to fruition. To the extent that this 
pattern of specialised exports from under-developed countries 
continues, the Bank would have to operate with some clear 
hypothesis concerning the relevant future commodity markets 
and the likely terms of trade for the borrowing country. To the 
extent that under-developed countries move towards greater 
diversity in exports, an even wider range of long-run considerations 
would have to come into play, in appljdng £he recommended 
criteria for lending. 

Clearly, the proposed new depariment of the Bank would be 
forced to develop some concept of the future course and pattern of 



1960] THE UNITED NATIONS’ BBPOET ON FUEL EMPLOYMENT 337 

world economic development and foreign trade; and it would be 
derelict in its proposed great responsibilities if it did not apply its 
resources in such a way as to move roughly towards some 
(changing) long-run optimum balance in the world economy. 
The present distortion of trade simply reflects, in large part, lack 
of balance in the character and location of production. It is the 
character and location of investment, as well as its volume, which 
are the instruments for structural adjustment. 

This unexplored range of problems is also implicit in the 
definition of data which the countries of the world would ex¬ 
change at the first meeting of the trade-adjustment conference. 

“Deficit countries should declare the amount by which 
they intend to raise the proceeds of their exports, or to reduce 
their disbursements on account of imports. Surphis countries 
should declare the amount by which they wish to raise their 
disbursements for imports, the extent to which they con¬ 
template reducing their exports, and the amount of long¬ 
term lending which they wish to undertake on a continuing 
basis.^ These ‘ targets ’ w’ould not be in the nature of 
binding obligations on the countries concerned, but should 
])rovide a quantitative expression of the rate and direction 
of economic adjustment to be fostered by government 
policies ” (para. 105). 

As many Civil fServants throughout Western (and Eastern) 
Europe are aware, the formulation of such foreign-trade targets or 
plans involves the making of assumptions about the rate and 
character of economic development in many areas; probable 
international flows of private and public capital; the state of 
future markets for particular commodities; the terms of trade; 
and a range of other factors beyond the control or even the know¬ 
ledge of any single government. 

It is certainly a consciousness of the difficulties inherent in 
such national projections, and perhaps a suspicion that they have 
not, in some cases, even been soberly attempted, which lead the 
authors to envisage the trade-adjustment conference as a con¬ 
tinuing exchange and negotiation designed to supply a rough, 
interim but common basis for future production and trade plans. 

' The authors appear to assume that countries deficit on current account in 
their balance of payments would not wish to envisage flows of long term capital 
abroad. This is an unlikely assumption and runs counter to the post-war 
experience notably of Great Britain and France, both of which have been 
substantial capital exporters as well as in severe dollar deficit over recent years. 
It seems quite possible that, over the long-period, its greater import requirements 
may make Western Europe a larger source of supply for international capital 
than the United States. 
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“ In our view, such an analysis would reveal the specific 
trading relationships in which major adjustments are required. 
It would also reveal the nature of the adjustments in inter¬ 
national trade required to secure financial equilibrium at the 
level of international investment which lending countries are 
prepared to provide . . (para. 106). 

In preparation for such a conference, and in its evolution, 
governments would have to examine, inter alia, the probable (and 
potential) scale and sources of supply (and their relative product¬ 
ivity) for the major basic foodstuffs and raw materials, in relation 
to prospective demand. They would have to seek to establish the 
probable rate at which manufactured exports are likely to come on 
to world markets (including those of Germany and Japan) and the 
rates of investment and secular expansion of income in various 
markets that would absorb them. The under-developed countries 
would have to consider what rate and pattern of investment and 
industrialisation would prove compatible with long-run (as well as 
short-run) stability in their foreign balances, and with the maxi¬ 
mum increase in their national incomes. The United States would 
have to consider to what extent it w ished to continue to expoit on 
the present scale, how it proposed such exports to be financed and 
what long-run internal adjustments it would be prepared to make 
to absorb interest payments and even loan repayments, should the 
proposed level of capital exports not be securely expanded at a 
sufiicient rate. And the governments, in the end, would have to 
formulate some common w orking liypothesis on the future course 
of relative prices as among industrial products, foodstuffs and raw 
materials, and even as among certain of the basic particular com¬ 
modities entering into world trade, on which, in fact, national 
terms of trade largely depend. 

From a consideration of these matters, and the rough picture 
of the possibilities of the world economy that would emerge, each 
government might know more clearly the directions in which its 
domestic economic structure and its foreign trade and credit 
arrangements should move over the next few years. 

Simply to state some of the issues involved is to define an 
area where knowledge is disorganised, the more familiar pre¬ 
scriptions ad hoc, and the difficulties of analysis considerable. On 
the other hand, it is precisely in this region that a solution to the 
structural problems of trade must lie. In some considerable part 
it is because analysis and policy have been directed with reference 
to short-run concepts and short-run considerations that economic 
events have not moved more rapidly towards a solution to the 
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distortion in world trading relations. Long-run (that is, invest¬ 
ment) decisions have been widely taken in recent years in response 
to the general deficit balance-of-payments position. In some 
cases, where they have led to increased production, at high pro¬ 
ductivity, of non-dollar foodstuffs and raw materials, they are 
likely to prove sound. In some cases, where they have led (or 
seemed to lead) to increased self-suflSciency, but at low pro¬ 
ductivity, they may well prove costly; as in the case of con¬ 
siderable recent investment in steel production. In some cases, 
investment decisions have been made without a clear conception 
as to whether they would contribute, or not, to a correction of the 
trade distortion ; as, for example, in the release of considerable 
I)ortions of the sterling balances and in part of French investment 
in overseas territories. There also appear to be countries, for 
example Western Germany and Italy, where it is difficult to believe 
that the authorities have governed their long-run decisions with 
any consistent coneei)tion of the requirements of structural adjust¬ 
ment. And it is by no means clear that the Y)attern of invest¬ 
ment decisions in under-developed countries is moving towards 
either continuing balance-of-payments equilibrium or towards 
the optimum exploitation of national resources. This is a field 
where, in the long run, most of us are alive; and we bear the con¬ 
sequences of bad or misdirected investment decisions. 

It is likely to be agreed that it would be helpful for the countries 
of the world to confront this range of issues; for there is little 
cause for complacence in the present state of affairs. And the 
alternative to dealing with the issues consciously and generally is 
not a self-operating atomistic world economy, but one in wliich 
policies and actions, or failures to act, vill, in any case, largely 
shape the outcome. It is appropriate to ask, however, whether 
the sort of trade-adjustment confeiunce envisaged could lead to 
practical results. 

The experience of the countries of Western Europe, within 
O.E.E.C., in the mutual analysis and adjustment of national trade 
and investment plans would not appear to give grounds for 
much optimism. Here were a limited group of countries, served 
by a pool of competent Civil Servants and economists, with a 
strong political incentive to achieve positive results. Yet, in this 
branch of their common endeavour, they largely failed. Now 
it is proposed to bring together all the nations of the world, 
many served by staff work of limited quality. Could an orderly 
examination of plans, and agreement of a common trading and 
capital movements framework result, which might serve as a 
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serious basis for fresh trade negotiations and domestic planning 
adjustments ? 

As against this legitimate query it should be noted that a world 
conference would have two assets not enjoyed in Paris : the United 
States would be a responsible participant; and many other 
countries would be present whose production and trade arrange¬ 
ments arc directly relevant to the structural trade problem. The 
solution to Western Europe’s position lies only in limited part in 
production and trade adjustments that can be made within that 
region. It is more heavily dependent on policies pursued and 
arrangements made with the United States and the whole non¬ 
dollar world. In conception, then, a v/orld trade-adjustment con¬ 
ference would have important advantages. 

Whether, technically, such a conference could succeed would 
depend in part on the care with which preparations were made, and 
the extent to which the process of examination and negotiation 
was broken down into orderly stages, each designed to establish, 
in a preliminary way, the answer to a narrowly defined set of 
questions. One might, for example, envisage a general con¬ 
ference taking place only after a series of regional conferences and a 
scries of conferences on particular basic commodities had sorted 
out the main issues and the orders of magnitude involved. Mean¬ 
while the United Nations secretariat (including the specialised 
agencies) might essay a new type of rough model-making, from 
the data available on the course of population and working force 
movements, the balance of present and planned production, pro¬ 
ductivity trends and the consequences for world trade of alterna¬ 
tive rates and patterns of domestic and foreign investment. 


The authors’ proposals for the new operations of the Inter¬ 
national Bank exhibit a similar analytic limitation (paras. 193-8). 
The scheme involves a commitment by lending governments to 
fix annual targets for long-term international investment over 
five-year periods. These targets would take into account 
amortisation and repayment of past debts. Governments would 
estimate the ix)rtion of their lending rate likely to take the form of 
private investments, and would, it is envisaged, make up the 
balance by public loans (mainly) to the International Bank, which, 
in turn, w^ould lend to governments on the general criteria in¬ 
dicated above. 

These arrangements are designed to maximise the volume of 
lending, according to criteria of national as opposed to private 
interest. They would eliminate fluctuations in the flow of long- 
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term international capital. They would cushion the borrowing 
and lending countries from some of the political hazards of such 
operations by vesting responsibility in an international agency. 
And they would supply a cornerstone above which realistic trade 
and production targets and plans might be erected over reasonable 
future time periods. 

The authors do not consider the criteria on which govern¬ 
ments might set their capital export targets. Leaving aside 
political motives, there are at least five perspectives in which 
foreign lending might be judged to the national advantage : 

(1) as a means of sustaining national income without 
making (or, at least while postponing) structural adjustments 
in respect to the constitution of domestic production, or the 
distribution of income flows between investment and con¬ 
sumption ; 

(2) as a means of developing enlarged or cheapened 
j)rodiieti()n of ])articiilar commodities: 

(3) as a means of developing increased supplies in those 
areas to which it is expected to t)e easiest to make payments; 

(4) as a means of accelerating the rise's of income in foreign 
areas, in order to increase their ability to absorb imports; 

(5) as a means in general, of enjoying the indirect con¬ 
sequences of a world economy in which investment w^as 
directed towards the most profitable projects. 

It is evident that the scale and tyq)e of foreign lending likely 
to be of interest to potential lending governments will be affected 
})y these, among other considerations. 

Nor do the authors consider systematically the manner in 
which their proposals w'ould eliminate all the conditions wiiich have 
made it impossible for the Bank thus far to play an important part 
in post-war reconstruction^ The acceptance of their proposal for 
direct government lending to the Bank would, of course, remove 
the difficulties raised by the diffidence of Wall Street and the great 
institutional sources of American capital wdth respect to foreign 
operations. The hesitation of some governments to boiTow in 
dollars, and thus to accej)t commitment for dollar interest charges 
and repayment, would be solved hy a successful resolution of the 
structural trade problem and the ultimate general currency con¬ 
vertibility envisaged elsewhere in the report. The political 
limitations on the Bank’s operations fall, properly, outside the 
scope of the report. 

There has been, however, another important limitation on the 
Bank’s ability to lend. It has, simply, not been presented with a 
sufficient number of well-designed, business-like proposals. Its 
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agents present a droll picture, combing the .world for serious 
projects at a time when many countries are eager for and 
demonstrably require capital imports, even in dollars. 

There is, on broad economic grounds, a good deal to be said 
against international lending in terms of specific projects; and it 
is on such grounds that the authors propose lending for general 
development purposes (para. 113). But the present dilemma of 
the Bank stems in part from real weaknesses in conception and 
staff work in under-developed countries. These weaknesses in 
the organisation of investment are not eliminated by altering the 
criteria for lending from the well-conceived project to the “ well- 
conceived development programme.’’ Ultimately, domestic eco¬ 
nomic development must be conceived as a series of particular 
projects, which in detail as well as in broad pattern, yield a more 
or less rational and self-sustaining structure. The responsi¬ 
bilities here of the under-developed countries, and of the inter¬ 
national authorities which might assist them (as suggested in 
para. 198) are great. And they require advance, in analysis and 
policy, into the same area as that required for the formulation and 
negotiation of a stable framework for world trade. 

There is a further technical observation to make on the trade 
and investment proposals. Some of the language of the report 
would suggest that what we now face is a kind of once-for-all 
structural adjustment which would yield either an adequate long- 
run flow of dollars, or production and trade arrangements within 
the non-dollar world which would adequately diminish world 
requirements for dollar exports (e.g,, para. 105). This view of the 
matter is wholly understandable and realistic. But it is quite 
possibly inappropriate; for sometliiiig more fundamental than a 
trade distortion may have occurred in the world economy over the 
past twenty years. 

Historically, adjustments in world trade have gone on steadily 
in the past, in response to the changing structure and require¬ 
ments of national economies (including the effects of wars) which, 
by causing changes in relative prices, presented inducements to 
develop new resources. These possibilities were exploited by 
national and international flows of capital, altering irregularly in 
their direction and character. The processes of development re¬ 
quired to maintain a balanced flow of world production (for 
example, in the American West, or later in Australia, the Argen¬ 
tine and Canada) themselves caused further disequilibria in world 
price and income-distribution relations, in the course of their 
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operation. The history of world trade over the past century and a 
half is a story of unceasing structural adjustment, executed largely 
in response to changing price relations, with lags and distortions 
suflBcient to cause substantial trend movements in the terms of 
trade for particular countries and in relative income flows to 
different sectors of the world economy. The motive force in such 
movements (aside from the consequences of wars) has generally 
been the rate and character of the structural growth of national 
economies, including population movements, in relation to 
existing capacity to produce foodstuffs and raw materials. 

The present trade disequilibrium is an acute version of a type of 
problem which is the substance of much of modern economic 
history. Its solution should not be envisaged in terms of a once- 
for-all shift, but in terms of a continuing adjustment of world 
trade consonant with the altering possibilities and requirements of 
developing national economies. 

What is unique about the present situation is that the adjust¬ 
ment is not now taking i)lace by means of capital flow^s responding 
sensitively to the current and expected relative movements of 
world prices and the scarcities they w^ould re^flect. The world 
price mechanisms and j)atterns of domestic investment are heavily 
controlled; and a world capital market no longer exists. 

The domestic terms of trade in the United States, between 
agricultural and other prices, is largely determined by law; and 
these powerful arrangements colour world price relationships. In 
the Argentine, domestic investment has been steadily shielded in 
recent years from the temptations of relatively high world agri¬ 
cultural prices. The investment programmes of the states of 
Eastern Europe are almost wholly divorced from the considera¬ 
tions which would govern them under the operations of a free world 
economy; while, in some parts of the world, investment and im¬ 
port programmes are being pursued on the implicit assumption 
that dwindling hoards of foreign exchange will be somehow re- 
jflaced by a stable flow. 

On the other hand, temporary American aid is being granted 
to cushion Western Europe against the consequences of these 
“ interferences,” and against a possibly lower standard of living 
that might emerge if aid were not granted and the economy of the 
United States were to adjust to the consequent volume and price 
level of exports. 

The degree and character of planning throughout the world 
varies, of course, widely. At the present time, however, the 
governments of countries with even relatively unplanned eco- 
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nomies have one sort of grip or another on the variables which 
would determine the character and rate of structural adjustment 
in a free world economy. It may be that a large part of the world 
will be able, over the years, to re-create an environment Avhere 
currencies are freely convertible, effective international prices 
operate, capital flows freely on expectations of private profit, 
direct import controls have disappeared and structural adjust¬ 
ments can take place outside the consciousness of governments or 
even of economists. But the central fact about the world trade 
problem is that, consciously or not, it is being managed; and the 
political roots underlying some of these techniques of management 
{e.g,, U.S. farm policy and the guided development programmes of 
under-developed countries) go deep, having grown up quite in¬ 
dependently of the post-war dollar shortage. We cannot assume 
that the elimination of the present disequilibrium in itself will 
restore a world economy where stnictural adjustment will proceed 
automatically; and, in fact, a good deal of contemporary manage¬ 
ment is a political response to the evils resulting from the irregu¬ 
larity and lags involved in unplanned structural adjustment. We 
now face the political consequences of having let the farmers and 
producers of raw materials sutler fully in the past the results for 
income and income distribution of inelastic short-run supply and 
demand curves, at a time when structural expansion in their 
sectors of the economy had gone too far, or when industrial de¬ 
pressions were permitted to proceed uiichecked. The dilemma as 
between stabilized incomes to primary producers ’’ and flexible 
structural adjustment is quite as important in its implications for 
the future as that between full employment and inflation; and so 
is the dilemma presented by confronting the powerful and under¬ 
standable desire of under-developed countries to industrialise, with 
the requirements for balance in world production. 

Thus, the proposed trade-adjustment conference would not 
simply face a once-for-all problem of trade disequilibrium : it 
would face the more profound fact that longer-run political 
forces have decreed a considerable measure of control over the 
mechanisms of trade adjustment. Sucli control, strengthened by 
the impact of the dollar problem, has placed a premium on 
autarkic solutions. The underlying puipose of a trade-adjust¬ 
ment conference would be no less than to establish to what extent 
and by wliat means we could move towards a’world economy 
which again placed an appropriate premium on the laws of com¬ 
parative advantage. 

If this view is correct its corollary is that some practical, 
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flexible, minimum instrument for inter-governmental examination 
and management of the framework of world trade ought to 
emerge. As noted earlier, the acceptance of government and 
inter-governmental responsibility for the rate and character of 
international investment, a fundamental variable in trade adjust¬ 
ment, certainly carries this implication. 

More than two decades of reflection on the problem of main¬ 
taining domestic full employment by means of conscious national 
policy has led those concerned to seek to minimise the number and 
directness of controls necessary to achieve that goal. This is 
reflected in the report’s emphasis on the exploitation of fiscal 
controls over the size and distribution of income as opposed to 
direct control of private investment or even counter-cyclical in¬ 
vestment by governments. In confronting in their totality the 
structural problems of trade and international investment it is 
perha})s inevitable that the report’s analj^sis and iwescription 
should be somewhat vague on exactly what would be centrally 
planned and directed, or even subject to negotiation, at a trade- 
adjustment conference. Should tlie governments choose to move 
along tlie recommended paths, it would be an urgent task for 
economists and administrators to sort the relevant decisions and 
institutions into a kind of federal hierarchy, in which, within an 
agreed general framework, covering a minimum numl'er of 
strategic decisions, a maximum area of responsibility was left to 
governments, in their normal domestic and bilat(‘ral relations, and 
to existing regional economic groupings and specialised inter¬ 
national agencies. 

While the report deserves consideration in its own technical 
and generalised terms, its immediate political meaning and intent 
is evident. It is, in large part, addressed to the American 
government and the American people. It urges that the United 
States convert its somewhat ad hoc domestic and foreign economic 
policies on to a long-term basis; and that this basis should provide 
for a stable if dynamic, relationship between the dollar and non¬ 
dollar worlds, at a high level of economic interchange. Whether 
rightly or wrongly, how rapidly would the influence of technical 
reservations about one or another aspect of the authors’ schemes 
(undoubtedly now incorporated in many Civil Service memoranda) 
be dissipated from most of the world’s capitals, should the United 
States government announce itself prepared to entertain them as a 
basis for exploratory negotiation ! 

The non-dollar world, or at least the non-Communist portion of 



346 


THE ECONOMIC JOURNAL 


[JUNE 


it, is indeed deeply concerned with the potential instability of the 
American economy. Moreover, many fundamental decisions on 
trade and investment must be made, and are being made, on one 
or another assumption about the future availability of dollars, 
requiring in turn, judgment about both the future course of 
American policy and the structural evolution of the American 
economy. And in some cases the ambiguity of the future Ameri¬ 
can position serves as an excuse for not facing fundamental trade 
and investment issues. 

Should the United States not consciously deal with the issues 
raised in the report, decision on them will, nevertheless, be taken. 
Decision will assume the form of a series of piecemeal actions 
which, in fact, will determine the level and the character of 
America’s future economic relations with the non-dollar world : 
Congressional grants of greater or lesser amount; ad hoc loans and 
such private lending as the United States government can in¬ 
directly stimulate; an arrangement over sterling balances; 
adjustments in farm prices and /or acreages, when farm surpluses 
get too big; changes in tariffs and in the rules and outlook of 
customs officials; the net result of the enterprise and persistence 
of European exporters and the powers of adjustment and resist¬ 
ance of American manufacturers in many domestic markets. Out 
of these actions, reflecting the interplay within the United States 
of powerful and conflicting interests, surely, some balance, high, 
low or medium, will emerge. What the report urges on the United 
States, essentially for implicit political reasons, is that a set of 
targets be defined for the future course of American lending, 
imports and production for ex}>ort; and that these targets be 
defined soon, and in full awareness of their relations to one 
another. 

It was noted earlier that the full-employment proposals and 
the foreign-exchange-stabilisation scheme would confront certain 
difficulties in American political practice; and there would be 
similar difficulties with respect to long-term foreign-investment 
commitments by the government. But the most serious diffi¬ 
culties are likely to arise from the need to gain acceptance for new 
underlying conceptions, rather than from the existence of con¬ 
stitutional restraints. 

Certainly, least difficulty attaches to the full-employment 
proposals. There is, of course, a considerable distance between 
the thrashing out by the Congress of an annual budget, even when 
it takes account, in its balance, of the current and prospective 
state of the economy, and the prompt bringing into play of sig- 
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nifioant tax adjustments and counter-cyclical outlays. But the 
fundamental notions underlying a full-employment policy are now 
widely grasped; and techniques for minimum necessary delega¬ 
tion of discretionary power to the executive can be envisaged. 
Although the United States has not j’^et been put to the test of a 
severe post-war depression, the recommendations of the report, 
in their rough substance, do not appear outside the scope of 
practical American politics. 

It is with respect to the recommended external commitments, 
and especially the proposals for long-term capital export, that the 
greatest diflSculties would arise. In part, this is the fault of 
economists. There is no accepted body of long-term equilibrium 
analysis, from which persuasive and coherent popular discussion 
can arise. Keynes, Beveridge and Robertson debated briefly 
after the First World War; Colin Clark has added much, but lus 
data are rough, and the variables in his system of thought have not 
been organised or presented systematically; Harrod, Hicks and 
others are at work, but they have not yet provided a framework 
that would order the considerable mass of existing relevant data 
and guide fresh investigations surely. In the United States there 
is a considerable accumulation of data, analysis and speculation 
covering portions of the relevant variables, including the work of 
Kuznets and others in the orbit of the National Bureau of Eco¬ 
nomic Research, Douglas, Leontief, Silberling, Moulton, Viner and 
Hansen. The various departments of the government have con¬ 
tributed much, and could contribute more, in this area of analysis, 
which, of its nature, must remain close to complex masses of 
historical and contemporary fact. But at the moment there is no 
generally accepted concept of long-run dynamic equilibrium and 
its determinants, and no General Theory which would bring them 
simultaneously together in an orderly way. The existence of a 
firm basis in theory is important for the development of policy, 
especially long-run policy. Many of the most serious present and 
potential difficulties, as between the United States and Western 
Europe, arise, for example, from the lack of a clear and agreed 
conceptual basis for the Marshall Plan, and from the ad hoc and 
often misleading arguments adduced to rally public support. 

Acceptance of the report’s proposals by the United States 
would also require a heightened and clarified conception of 
America’s commitments, responsibilities and interests in the 
world economy. Whether, when and how such an essentially 
political change might be brought about can not be easily judged 
from outside the responsible government. On the one hand, 
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those responsible in Wasliington will feel a strong temptation to 
wait and see what results emerge from the present range of piece¬ 
meal initiatives. On the other hand, they will be aware of their 
probable inadequacy and of the fact that structural adjustments 
take time and can easily be instituted too late to avoid unpleasant 
crises. They will also know that the process of America’s revo¬ 
lutionary post-war adjustment to world-wide responsibilities is 
not complete and that there still appears to be play for imagina¬ 
tive leadership. J. M. Clark’s conclusions on the risks of fiscal 
policy in relation to full employment have an even wider applica¬ 
tion : 

We are probably taking some chances if we try to do 
too much with fiscal jjolicy. But we are also taking chances 
if we do too little to stabilize income and em])loymcnt at a high 
level. In terms of fluctuaticins, the United States might be 
inclined to accept a moderate amount of irregularity, and rely 
on its social security system to provide for the resulting 
unemployment. But the impact of our fluctuations on other 
countries will not allow us, as good citizens of an inter¬ 
dependent world, to decide the question in the same terms 
that might govern us if we w'cre isolated. I recognize that 
the world situation, analysed in this repoit, imposes an 
obligation on countries that rank as industrial leaders, and 
makes it to their interest to demand a higher jx^rformance 
from themselves than they might be inclined to do on domestic 
considerations alone. To put it in what may be a more 
pertinent light, this world situation warns us to take very 
seriously—more so than we otherwise might—the risks of 
doing too little, as against the risks of using imperfectly 
tested fiscal devices. 

“ In view of the world situation, I am prepared to take 
considerable risks of the latter soit, and it is in that light 
that I am signing this rej^ort.” 

Should the United States w^eigh up systematically its capa¬ 
bilities to export capital over a long period and to absorb imports, 
it is not unlikely that the resultant picdicted level of its foreign 
balance would emerge as low er than many would hope; and that 
a larger pait of the structural trade and investment adjustment 
must take place as between Western Europe and other non¬ 
dollar areas than is often envisaged. The analogy between the 
present position of the United States and Great Britain in the 
nineteenth century is, in many ways, misleading. The strictly 
economic incentives of the United States to export capital and to 
absorb imports are demonstrably weaker. This possibility 
strengthens the case for a conscious inter-governmental examina¬ 
tion of the issues at an early date. 
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The resolution of the Economic and Social Council which 
evoked this report was unanimous; that is, it was supported by 
the Soviet Union. On the other hand, no economist from a 
Communist country participated in its drafting; and this is re¬ 
flected in the text. The report assumes that the problem of full 
employment is absorbed, in industrialised Communist countries, 
in the machinery of total planning; and its prescriptions, in 
general, are focused on the problems of the partially unplanned 
economies of the non-Commiinist world. 

leaving aside the question of domestic full employment, there 
are, however, no obvious technical reasons which would prevent 
the participation of fully planned economies in the proposed inter¬ 
national schemes. Technically, it is altogether likely that the 
non-Communist world could be brought into and kept in a 
toleral)le balance of j)roduction and trade with sufficiently 
rational and purjioseful j)rogranun(\s of national and international 
investnumt. Technically, however, the immediate as well as 
longer-run problems of adjustment would probably be easier of 
solution with the active ])articipation of the economies now con¬ 
trolled bj7 Communist governments. 

Moreover, planning, on whatever geographical scale it is 
practiced, tends to be autarkic. It is easier and neater to 
exclude the existence of the absent members than to try to guess 
their possible contribution and requirements, even at the cost of 
lower rates of economic ])rogreas. A world trading framework is 
likely to be more productive than one which encompassed only 
the non-Communist world. 

Whether or not the world as a whole is now prepared to move 
forward along the suggested lines will depend, of course, on a 
complex interplay of motives, technical and economic in only 
small measure. In 1947, in response to Mr. Marshall’s initiative, 
such common action failed of negotiation. The present initiative, 
generated wholly within the United Nations, addressed to 
problems longer run in character, and wider in scope, offers to all 
hands a chance to try again. 

In their analysis and especially in their projiosals, the authors 
have held up before the governments a vivid image of what the 
next stages of action might be in decisive areas of national and 
international economic policy. On the whole, their proposals 
appear sound, in the sense that they are addressed to the appro¬ 
priate issues; and, subject to modification in detail, they appear 
technically practicable. They would require, however, a vast 
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series of technical and political operations, by individual govern¬ 
ments and among governments; and they conceal important, 
largely unexplored, economic problems. Whether or not the 
Economic and Social Council chooses to act on them this year, 
these proposals have entered the public domain, and are likely to 
stay, and to exert influence on economic thought and policy over 
a long period. The August 11 resolution of the Economic and 
Social Council has been handsomely implemented. 

W. W. Rostow 

King's College, 

Cambridge. 



REVIEWS 


Foundations of Economic Analysis By Paul Anthony Samuel- 
SON. (Cambridge, Mass. : Harvard University Press (Lon¬ 
don: Geoffrey Curaberlege) 1947. Harvard Economic Studies, 
Volume 80. Pp. xii + 447. $7.50). 

The material presented in this important book is described 
as having been conceived mainly in 1937; it formed the subject 
of a prize-winning essay in 1941-42; and it finally emerged from 
the publishers in 1947. The further dela}’ of over three years 
before this review ai)}X3ars is ]>artly due to the dilatoriness of the 
reviewer, though he would plead that his offence is mitigated bj" 
the fact that the book is too important to be road carelessly, and 
too difficult to be read (piickh^ 

An adventure into Professor SarnueLson's substantial volume 
is rather like a visit to the study of an eminent economist; the 
walls, lined with books, and the floor, covered with papers, give 
convincing evidence of his erudition, and one cannot escai)e 
the impression of a certain professorial disorderliness. Professor 
Sarnuelson seems to have swxpt up from the floor a sheaf of 
papers, including offprints of several published articles and quite 
a lot of rough notes, and, after putting them in a semblance of 
order, to have dispatched them straight to the ininter. The 
result altogether lacks that lucidity, that sense of a unifying 
principle, which one looks for in a w'ork on Fovyidations. The 
principles arc there—^indeed it is the main purpose of the book to 
bring them out—but the general impression is of a series of dis¬ 
connected examples of the Samuelson genius. The mathematics, 
wdiich is present in volume sufficient to ensure minimum reader- 
ship by non-mathematicians, is often obscure; and the obscurity 
frequently arises, not from the inherent difficulties of the subject, 
but from the use of a notation which is unexplained, or difficult 
to remember over severaP jjages of argument, or excessively 
general. Nor can a Cisatlantic reviewer refrain from carping at 
what seems to be a particularly American habit—careless proof 
correction. It is bad enough trying to understand Professor 
Samuelson’s mathematics when it is right; it is heartbreaking 
when it is wrong. 

This is all a great pity; it is very much to be hoped that Pro¬ 
fessor Samuelson will find time to lay a new, shorter, more lucid 
Foundations befoie us. But having fully indulged the irritation 
No. 238— ^VOL. LX. A A 
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which even hardy econometricians must feel as they struggle 
through to the end, it is time to turn to the much more important 
task of assessing the contribution which this book makes to 
economic theory. 

It is convenient to start at the end. In Chapter XI Professor 
Samuelson discusses the difference between statics and dynamics, 
and distinguishes four possible types of economic model. The 
static and stationary type is one which fixes the values of variables 
‘‘ for all time,” or which imposes on them a regular periodic 
motion. A static and historical system resembles a penny-in-the- 
slot weighing machine; the successive readings of its pointer 
form a more or less irregular time series, but this time series is 
generated by a series of instantaneous static ‘‘ decisions,” one 
for each body placed on the weighing platform, and there is no 
Pnk between the successive weights recorded. A dynamic and 
non-historical model is like a toy train running on a fixed circular 
track; each time the train is started it will, in principle, act in the 
same manner, running for the same distance and at the same 
speeds. We do not know what the train will be doing on Monday 
week, for the only time which enters into the equations of the 
system is the time from the arbitrary moment of starting. Finally 
a dynamic and historical system is one whose equations essentially 
contain the calendar date. Into such a system one feeds, from 
outside the fence enclosing the variables deemed to be economic, 
specified impulses whose existence is a matter of history. A simple 
example is the impulse given b}^ the weather to the supply of crops. 

The set of all variables in the universe is presumably dynamic 
and non-historical. Practically any subset of variables is linked 
witli variables outside itself; and, in particular, the economic 
system (however one may place the hurdles which surround the 
economic sheep) is invariably dynamic and historical. But the 
simplified models, with which we necessarily work, need not 
reproduce this characteristic. Sometimes we ignore all outside 
influences, concentrating solely on the interactions of a chosen 
set of variables starting from given initial conditions. Such a 
system will normally be dynamic and non-historical, but in some 
cases the dynamic features will be so heavily damped, and the 
system will so rapidly approach a stationary condition, that it 
may be a valid simplification to analyse it from the first as though 
it were static. Professor Samuelson distinguishes stochastic 
historical and non-historical systems as two further t3q)es, but I 
am not clear that the distinction is needed. 

When is a dynamic system in equilibrium ? The simple 
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mind (often ca reliable guide) can be heard whispering When it 
stops/’ Professor Samuels6n is an 3 rthing but simple-minded, and 
Chapters IX to XI are too disconnected to make his argument 
quite clear. But he appears to conclude that there is often no 
way of giving a satisfactory definition to the “ moving equili¬ 
brium ” of a dynamic system, and that the important thing is to 
investigate the stability of its motion. The stability to be in¬ 
vestigated is a function of the length of the period on which we fix 
our eyes. If we are discussing whether a model of the Trade 
Cycle will yield a stable and realistic movement of the variables, 
we leave out of account the minor ripples of much shorter period, 
and also the gradual changes whose effect is observable only over 
a much longer period. 

This discussion of verbal points, whose essence is, of course, 
contained in Marshall’s Principles, Book V, Chapter 5, enables us 
to state tlie two main unifying principles of Professor Samuelson’s 
book : 

(i) The solution of a static system (that is to say, the 
determination of its position of equilibrium) is dependent on 
the maximisation or minimisation of some magnitude; and 
the secondary inequalities (which determine w^hat kind of a 
stationary point one has reached) are often the keys to fruitful 
economic theorems. 

(ii) There exists a two-way correspondence between the 
stability of dynamic systems and the properties of static 
systems. 

The greater part of the book consists of examples illustrating 
these principles. The first is not at all new, but Professor Samuel- 
son’s dogged and systematic apjdication of it to economic theory 
yields a rich and varied harvest. The second principle has not 
(I think) been stated explicitly before—indeed, Samuelson himself 
fails to state it precisely—but in the simpler cases it certainly 
seems to be useful. It gives a satisfaction akin to that of Pro¬ 
jective Geometry—one gets two theorems for the price of one. 

The most interesting application of the second, or Correspon¬ 
dence Principle, is undoubtedly to the Keynesian system. W^e 
are interested in the signs of nine rates of change, those of the 
rate of interest, income and investment with respect to each of 
the propensity to consume, the marginal efficiency of capital, and 
the amount of money. Information about these signs is given 
by embedding the Keynesian model as a special case within a 
d5uiamic system. If we fix our attention on a medium period, it 
might be reasonable to suppose that the relations of marginal 
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efficiency and liquidity preference work themselves out as short¬ 
term ripples, and can be treated as instantaneous. The dynamic 
hypothesis can then bo stated as follows : “ the rate of change of 
income is proportional to the difference between intended savings- 
investment and actual savings-investment (p. 278). If the 
dynamic system so defined is stable (i.e., if the variables are to be 
prevented from running off to infinity), mathematical relations 
must be satisfied which (togotlier with some obvious a priori 
assumptions, e.g,, that consumption increases with income) will 
define four of the nine signs. One more can bo defined if we 
assume the rate of interest to be held so that it has no effect on 
the consumption and investment functions; and three more if 
it can be assumed that savings, out of a gi\on income, increase 
with the interest rate, or at least decrease less than investment. 
One sign remains essentially ambiguous, tlie rate of change of 
investment with an increase of the ju’opcnsitj^ to consume. The 
stability conditions also prove that, if the rate of interest is fixed, 
the marginal propensity to censume plus the marginal propensity 
to invest must not exceed unity. This has received experimental 
verification, and might be called Dalton's Law. 

But this is not the only dynamic model within which the 
Keynesian system can be embedded. By working with a simple 
difference equation, Professor Samuelson reproduces as the normal 
case the same signs as those given by the i^recediiig model, but 
shows that there is also a perverse case in which four signs are 
diffei-ent, and three more become unknown—and still the dynamic 
system is stable. This perhaps suggests an essential weakness 
of the method; unless one can cm)>ed one’s special case within a 
completely general dynamic system, and then find the stability 
conditions of that system, one can only produce partial conclusions. 

The first half of the book, which deals with static maxima and 
ininima, falls into tliree main sections : Chapter IV is concerned 
with the theory of cost and production of a firm. Chapters V to 
VII with the theory of consumers’ behaviour, and Chapter VUJ 
with Welfare Economics. The theory of cost and production is 
admirably summed up on p. 88, and this chapter will bo useful for 
reference. The discussion of consumer theory is complex, and 
seems to me to be of value chiefly for its digressions, each of 
which would supply enough material for several reviews. I refer, 
for instance, to the discussion of the demand for money (p. 117), 
to that of the economic theqry of index numbers (p. 146) and to 
the assertion (p. 195) that the idea of consumers’ surplus is super¬ 
fluous—with which I warmly agree. 
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Professor Samuelson’s discussion of Welfare Economics is 
valuable, both as a historical survey of the development of the 
theory and as an attempt to make quite clear the ideas implicit 
in statements regarding the maximisation of welfare. Starting 
from arbitrary initial conditions it is possible to derive an optimum 
of production and exchange, such that we have exhausted the 
possibility of improvements which benefit every individual. But 
there are still millions of possibilities of further movement open 
to us, and we can get no further with the task of maximising 
welfare without making assumptions regarding inter-personal 
comparisons of utility. This is not new ground, but it is good 
to have the problem set out so clearly. I could wish, however, 
that Professor Samuelson had followed up his hint (p. 253) that 
an essential difference may be introduced into the optimal condi¬ 
tions when one makes the transition from a static to a dynamic 
model. 

The book is rounded off by two lengthy appendices, one sum¬ 
marising the mathematical theorems relating to maxima and 
quadratic forms, and the second providing a potted text-book on 
difference equations. The latter is too diflScult to be a useful 
source of reference to economists. 

C. F. Carter 

Emmanuel College, 

Cambridge, 

Economic Thought and Policy, By I). H. MacGregor. (London : 
Oxford University Press, 1949. Pp. 182. bs,) 

The six chapters which make up this recent addition to the 
Home University Library are devoted to a subject of great 
fascination and importance. The relationship between academic 
discussion and the debates in Hansard furnishes a problem with 
many curious facets. “ We are all your scholars,” Pitt is reported 
to have said to Adam Smith on a famous occasion. No less 
interesting, doubtless, to a future generation will be the connecting 
links between Keynes’s General Theory and a certain White Paper 
on Unemployment. 

Professor Maegregor discourses charmingly and gracefully of 
certain phases of opinion and economic thought in the last 150 
years in a book which probably he alone could have written to-day. 
It is intended as an added commendation to suggest that it will 
probably delight in an especial degree those (if indeed any survive) 
whose roots are embedded in the rich soil of last century. For 
Professor Maegregor writes with rare wisdom and tolerance, with 
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a knowledge of writers whom the younger generation has forgotten, 
or never known, or taken on trust, and with the grounded faith of 
one who is not carried about with every wind of doctrine, realising 
that much that is new is perhaps not so new after all. 

The opening chapter on “ Supply and Scarcity ” circles round 
Malthus, who is here represented as having short-circuited the 
vast complications of the economic system, and brought it to its 
final terms/* The answer of economic science was represented by 
the “ increasing returns ” of organisation. No doubt, as Professor 
Macgregor observes, discovery, invention and organization are 
not to be separated. Nevertheless, some may feel that in this 
discussion the potentialities of organisation may be rated some¬ 
what too highly. ‘‘ For the future, whenever we redate the 
Malthusian ratios, we have to rely on the steady influence of 
something we can always command, the organization of industry.’* 
Whether we can always “ command ” organisation is perhaps not 
so obvious. Even organisation, the efficient midwife of Increas¬ 
ing Returns, may itself be subject to Diminishing Returns. 

In the second chapter Professor Macgregor is concerned with 
Monopoly, Imperfect Competition and the ‘‘ Representation of 
Supply.” He usefully reminds us that “ we have to allow for 
what cannot go on diagrams.” It is, how’ever, in the third and 
fourth chapters that Professor Macgregor comes into his own. It 
is these chapters that make the book, and they should be thrust 
down the throats of every student as a corrective against current 
misconceptions regarding what people did in fact think and say 
during the nineteenth century. The earlier of these central chap¬ 
ters is, in effect, an essay on the history of the phrase laissez faire, 
and its changing meanings, supplemented by a consideration of 
the question how far the leading economists of the nineteenth 
century were in fact adherents of laissez faire, as that phrase is now 
vulgarly understood or misunderstood. In view of the subsequent 
ubiquitousness of the phrase, it is odd to recall that it was allowed 
to slumber from its first chance use by the Physiocrats until it was 
dug out by J. S. Mill and launched on its meteoric career. And as 
illustrating the utter confusion of meaning into which the phrase 
ultimately fell, nothing could be more illuminating than the some¬ 
what grotesque exclamation of Marshall (with all respect to a great 
name): ‘‘ Let the government arouse itself to do that work which 
is vital, and which none but government can do efficiently. ... So 
I cry. Laissez-faire; let the State be up and doing.” When 
laissez faire becomes a plea for unlimited state activity, we have, 
indeed, completed the circle. No less interesting is Professor 
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Macgregor’s citation of witnesses to testify against the faith 
generally and popularly asciibed to them. Adam Smith’s position 
is probably more generally appreciated than most. As is here 
observed, he never brought together his list of desirable public 
controls; but, as Professor Macgregor says with much moderation, 

‘‘ any dogma of non-intervention by government has to make 
heavy weather in The Wealth of Nations'' Senior is one of those 
who are not infrequently regarded as somewhat arid and doctrinaire 
exponents of laissez faire. Yet what he did say was that “ the 
most fatal of all errors would be the general admission that a 
government has no right to interfere for any purpose except the 
purpose of affording protection.” A perusal of this chapter is 
designed to leave on the mind of the reader a very salutary doubt 
as to whether the assumed apostles of laissez faire did in fact ever 
believe in laissez faire ! 

The following chapter on “ Effective Demand and Employ¬ 
ment ” has been written by Professor Macgregor with obvious 
delight. In it he devotes himself to the wliolly congenial task of 
showing that many of the ideas behind the recent so-called 
revolution in economic thought have already a long history, and 
can be found not infrequently in writers who at times are pilloried 
for the obfuscation in w’hich their intelligence was shrouded. It 
is odd to find Southey (not a professed economist) writing : ** better 
would it be for the State to build pyramids or towers of Babel, 
than that those who have hands and are willing to w^ork should 
hunger for want of emplojmient.” Even more interesting, because 
it comes from an economist more frequently slighted than read, is 
Say’s observation that no act of saving subtracts in the least 
from consumption provided the thing saved be reinvested or 
restored to productive employment. On tlie contrary it gives 
rise to a consumption perpetually renovated and recurring.” 
Indeed further back in the writings of Quesnay is a maxim of 
considerable significance : “ Owners of property and those who 
follow profitable occupations should not make sterile savings 
which withdraw from circulation and distribution a part of their 
incomes or profits.” One inference from Professor Maegregor’s 
discussion is that we might be well advised to re-read, and with 
care, the works of Say and Steuart. His general conclusion with 
regard to the recent “ revolution ” is that “ the system is new, the 
ideas go far back ”; and he wisely remarks that “ the modern 
analysis gains rather than loses authority by recognising, instead of 
depreciating, the growth of its ideas in the work of earlier writers.” 

In the remaining chapters Professor Macgregor deals with 
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** Democratic Socialism ” and the ‘‘ Economic Aspects of War ”; 
but enough has been said to indicate the quality of this unusually 
stimulating study. It may not always be welcome to the very 
young, some of whom tend to believe that economic illumination is 
a matter of the last few years; but it will serve a very useful pur¬ 
pose if it drives us all back to the re-reading (or the first reading) 
of the works of various writers to whom it is so easy to refer with a 
vague wave of the hand. 

Alexander Gray 

Edinburgh, 

Karl Marx and the Close of his System, By Eugbn von Boiim- 
Bawerk. Bohm-BawerFs Criticism of Marx, By Rudolf 
Hilferding.. On the correction of Marx's Fundamental 
Theoretical Co7LStruction in the Third Volume of Capital, 
By Ladislaus von Bortktewicz. Edited by Paul 
S wEEZY. (New York: Augustus M. Kelley, 1949. Pp. 
XXX + 211. $3-50,) 

What was all the fuss about ? In Volume I of Capital Marx 
set out his theory of value. The xmlue of, say, a week^s output of 
a commodity is the labour-time ex|x>nded in making it, including 
the labour-time expended in the past to make raw materials and 
capital equipment now used up in the process of i)roduction. 
The net output (total output minus the value of raw materials and 
wear and tear of plant) is divided between wages and surplus— 
that is, profit interest and rent. Tlio ratio of surplus to wages is 
the rate of exploitation. 

In Volume III of Capital Marx gives his theory of prices. 
The exposition is confused by his habit of using one expression 
for two meanings— variable capital means both the annual wages 
bill of a concern and the capital locked up, at any moment, in 
the wages-cost of work in progress. He does distinguish between 
constant capital in the sense of the annual wear and tear of physical 
capital, and in the sense of the amount of capital represented 
by equipment and the raw material in work in progress, but he 
often loses his grip on the distinction. (It is to be observed that 
the categories, constant and variable capital, cut clean across 
the categories, fixed and working capital.) These, though tire¬ 
some, are minor difficulties, and the essence of his theory of prices 
is quite simple. Wage rates per man-hour are assumed equal in 
all industries (Marx deals with the complications when they are 
not), and, when prices are normal, the rate of profit on capital 
invested is equal in all industries. Thus the price of a week’s 
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output of a commodity is equal to the costs of replacing the raw 
materials and wear and tefiCr involved in its production, plus the 
week’s wages, plus profits at the general rate on the capital 
involved in plant and in work progress. 

This is broadly the same as Marshall’s theory of long-period 
normal prices (without the complications of increasing and 
diminishing returns) or as Sombart puts it “ a ' quite ordinary ’ 
theory of cost of production ” (quoted, p. 31). 

It is obvious that the prices of various commo(iities and their 
values can be in the same ratio to each other only in a very special 
case. When prices are proportionate to values the net product 
of equal qualities of labour-time must be sold for equal amounts 
of money. If wage-rates are everywhere the same, this is 
compatible with the condition that profits per unit of capital must 
be uniform only if capital per unit of labour is the same in all 
industries. (Marx describes the ratio of capital to labour in an 
industiy as the ‘‘ organic composition ” of its capital, but, owing 
to the double meanings referred to above it is hard work to make 
sense of his definition of organic com]) 08 ition.) 

Why then does Marx state (in Volume I) tliat normally prices 
efpial values ? From the modern point of view, the best line of 
defence is to argue that in Volume 1 he is assuming, just for 
convenience, that all industries are alike. Relative prices of 
commodities, after all, are of little interest in niacro-d,\Tiamic ” 
analysis, and it is quite legitimate to use a model ” in which 
the ratio of capital to labour is uniform, for the puri)ose of 
disentangling the large questions with which Marx was con¬ 
cerned—movements in the total supplies of ca])ital and labour, 
the development of productivity in the economy as a wdiole, and 
the distribution of the product of industry between labour and 
capital. 

Mr. Sweezy hints that this is how he would like us to take it 
(p. xxiii). But it was not the way Marx looked at the matter. 
For him value and prices were important, and were connected 
with each otlier in a fundamental w'ay. He did not think of 
exchange-value as a relationship between commodities which has 
no significance when the total of output is considered, but as a 
quality inherent in each of them—a quality analogous to weight 
or colour. 

Let us take two commodities, e.gr., com and iron. The 
proportions in which they are exchangeable, whatever these 
proportions may be, can always be represented by an 
equation , , , e.gr., 1 quarter corn x cwts iron. What does 
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this equation tell us? It tells us that in two different 
things—^in 1 quarter of corn and x cwts of iron, there exists 
in equal quantities something common to both. .. . This 
common ‘‘ something cannot be either a geometrical, 
chemical, or any other natural property of commodities .... 
If then we leave out of consideration the use-value of 
commodities, they have only one common property left, 
that of being products of labour.’' (Quoted p. 10.) 

This, no doubt, is mere assertion, disguised as argument. But 
having committed himself to the assertion Marx had to reconcile 
it with his theory of prices. 

The reconciliation (published long after his death in 
Volume III of Capital, but conceived much earlier, p. 155) is 
purely formalistic and consists in juggling to and fro with averages 
and totals. Marx’s contention is that the quantity of surplus 
in terms of value generated by a unit of labour is the same in each 
industry, whereas actual profit per unit of labour varies with 
capital per unit of labour. The value generated in each industry 
is conceived to be pooled and shared out again, through the 
competitive process, so as to bring this about. Once more pure 
assertion is masquerading as argument, for we have nothing but 
Marx’s bare word for it that the value generated per unit of labour 
is the same in each industry—all we can know in concrete reality 
is the actual profit per unit of labour, which admittedly varies 
from industry to industry. 

The real meaning of all this lies on a quite different plane. 
What Marx was trying to convey was a view of the operation of 
the capitalist system which, right or wrong, is highly significant; 
but what he actually wrote, taken literally, is a rigmarole entirely 
devoid of content. 

BOhm-Bawerk seized upon the rigmarole as soon as Volume III 
was published, and made sport of it. His manner is urbane, his 
argument elegant, and the essay is still worth reading for its 
entertainment value. But it is totally superficial. The theory 
of value, in the narrow sense of a theory of relative prices, is not 
the heart of Marx’s system (though both he and Bohm-Bawerk 
believed that it was), and nothing tfiat is important in it would 
be lost if value were expunged from it altogether. Bohm-Bawerk 
makes out his case, but nothing follows. 

In his counter-attack (first published in 1904), Hilferding 
argues (in a haze of verbiage that Mr. Sweezy finds more rewarding 
than non-Marxist readers are likely to do) that the theory of 
value is not intended to deal with relative prices, but with the 
law of motion of society (p. 147). All the same, he cannot discard 
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any part of Marx’s system, and he has to find some sense in which 
it is also true that value g6vems price. To do so he falls back 
on the historical argument. Before capitalism developed, each 
worker owned his own tools and the prices of commodities were 
proportional to the labour-time required to produce them. 
Valiie then ruled in the market, and, as capitalism develojxjd, 
values were gradually transformed into prices. 

The argument about how prices were determined in the 
pre-capitalist world is conducted in much the same style as the 
“ bourgeois ” economists’ argument about how Robinson Crusoe 
equalised his marginal utilities, and is no more convincing. But 
even if it were true, it would not serve to rescue Marx from BOhm- 
Bawerk’s attack, for his so-called equation, “ 1 quarter of corn = 
X cwts of iron,” was supposed to apply, not in an idyllic past, but 
in the contemporary capitalist market. 

For the rest, though Hilferding scores one or two telling points 
against BOhm-Bawerk’s own theory, he throws no light whatever 
(indeed he throws darkness) on the meaning of the theory that 
value determines price. 

Why is it that Marxists, even to this day, have to carry on all 
this mystification ? Why could not Marx’s system have been 
freed, by constructive criticism, from irrelevance and contradic¬ 
tions and clearly showm to be the original and penetrating 
system of analysis that, with all its blemishes, it certainly was ? 
The reason is, no doubt, that the Labour Theory of Value has long 
ceased to be a theory and become a creed. Perhaps, from one 
point of view, the Marxists are right to defend it. Religions 
which take a firm stand upon dogma have shown, in the course of 
history, great cohesion and toughness, which reason might have 
weakened. The spirit killeth, the letter keepeth alive.” But 
the theologipal style of argument has a corrupting efiect upon 
the intellect. 

The last item in this collection is one of the very rare examples 
of a constructive criticism on a point in Marx’s system. Not 
being a pious Marxist, Bortkiewicz was able to notice an error in 
Marx’s text, and at the same time ho was sufficiently interested 
and sympathetic to put it right. The point at issue is purely 
formal and of no importance, but it has the same kind of cross¬ 
word-puzzle fascination as the ‘‘ adding-up problem ” in 
bourgeois ” economics. 

As we have seen, Marx in Volume III discarded the assumption 
that prices are proportional to values, but in calculating the out¬ 
put of industries, in some numerical examples, he carelessly 
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reckons raw materials and wear and tear, (constant capital) at 
prices corresponding to values. Since the raw materials for one 
lot of industries are the output of another lot, his examples fail 
to hang together. 

Bortkiewicz makes an elaborate job of exposing and correcting 
Marx’s slip. Mr. Sweezy refers approvingly to other contributions 
which have been made to tlie problem and looks forward to new 
work being done upon it (p. xxx). He evidently fails to realise 
that it is just a toy and that the whole argument is condemned 
to circularity from birth, because the values which have to be 
“ transformed into prices ” are arrived at in the first instance by 
transforming prices into vahies. 

Marx conceives of exploitation in terms of the division of 
worldng time into the part necessary to produce the subsistence 
of the workers, and the rest, which produces surplus. This has 
no moaning as applied to individual industries. Obviously, in a 
specialised industrial economy, it would take any group of workers 
more time than there is to produce for themselves tlie goods 
which they consume. The division must be conceived as applying 
to the output of the economy as a whole. We must take the sum 
of all profits received, find its ratio to the sum of all wages paid, 
and divide the total working time in the corresponding proportion. 
Suppose that, of total net oiitj^ut, 40% goes to wages and 60% 
to profits, then the value of the wages paid for 100 man-hours of 
work, is 40 man-hours, and the surplus generated by them is 
60 man-hours. Now, each group of workers is conceived to 
generate surplus at this rate, irrespective of the actual share of 
profits in the industry concerned. In an industry with more than 
average capital per unit of labour, where the ratio of profit to 
wages is, say, 70 to 30, the surplus per 100 man-hours being 
reckoned as only 60, the extra 10 man-hours’ worth of profits 
actually received is attributed to the fact that the price of the 
commodity produced ‘‘ exceeds its value,"' But this value is 
purely notional, and corresponds to no actual feature of the 
industry in question. The vahies of commodities are imputed 
by crediting each group of workers with the average rate of 
exploitation of labour as a whole, and the ‘‘ transformation of 
values into prices ” consists of brealdng the average up again into 
the separate items from which it was derived. It is possible to 
make a logical slip (as Marx in fact did) m either half of the 
process, but if the imputation and the transformation are both 
done according to the rules, the answer is bound to come out 
right. 
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The above type of methodological criticism appears to a 
Marxist to be tiresome and beside the point, because the whole 
rigmarole has a symbolic meaning for him. Value precedes price, 
because the fact of exploitation lies behind the phenomena of 
the market. May be so—but this is not the kind of proposition 
that can be established by a tautological argument. Why not 
state the point of substance openly and leave the tautologies to 
look after themselves ? 

Joan Robinson 

Cambridge, 

Covjlicting Patterns of Thought, By K. Pribram. (Washington, 
D.C. : Public Affairs Press, 1949. Pp. 176. $3-25.) 

What Dr. Pribram is concerned to examine in this short book 
is “ the logical background of contein])oiary social philosophies,'' 
or what we mean when we say that “ other nations think differ¬ 
ently.’' His object is to explain liow difieient patterns of thought, 
philosophical, political and economic, are deterniined by “ differ¬ 
ences in the methods used in forming basic concepts," in particular 
by differences in defining the relation between the part and the 
whole, or the individual and the community (see p. V). 

Dr. Pribram distinguishes four main patterns of thought in 
the modern world. First, comes the scholastic or universalist, 
which was challenged from William of Occam onwards by the 
individualist or nominalist pattern. (Dr. Pribram traced the long 
struggle between these two, ending during the t‘ighteenth century 
in the su})rcmacy of nominalism in North-west Europe, in his 
outstandingly interesting essay published in 1912— Die Entstchung 
der Individualisiischen Sozialphiloxsophie,) In the nineteenth 
century tliose two patterns were joined, and since then have been 
continually threatened, by two other patterns both German in 
origin, the " organismic " (or “ nationalistic " or ‘‘ intuitional ") 
and the ‘‘ dialectic " (or " Bolshevistic "). This latter pattern is 
comparatively clear cut, but the " organismic " or “ intuitional " 
is not, at the edges, so easily separable from other patterns. It is 
pre-eminently the way of thought of German nationalism and of 
extreme nationalism everyw^here. Starting from the conceiit of 
the nation as a unit with interests above those of the sum of its 
individuals members, its ultimate outcome politically and econom- 
icallj^ is totalitarian planning. Philosophically, it emphasises the 
a priori intuitive powws of the human mind—if the mind belongs 
to the right race or nation. In the social sciences it insists that 
" the nominalistic method used by the natural sciences . . . should 
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be contrasted with the method of ‘ understanding ’ (Verstehen) 
available to the sciences of the human mind and of society,’’ which 
arrive at their laws by generalizing inner experience ” (p. 87). 

There is no doubt about the close logical, psychological and 
historical connections, which on the one hand, nominalism and 
empiricism in philosophy have with liberalism, democracy and 
individualism in politics and economics; and which, on the other 
hand, extreme nationalism and totalitarianism, have with “ a 
priori ” and “ intuitionistphilosophies. There is no doubt, 
also, about the great interest and importance of tracing out these 
connections in all their details, and that Dr. Pribram’s fourfold 
classification would be a most suitable starting point which does 
correspond with four main patterns of thought distinguishable in 
the modern world. 

Dr. Pribram would, however, agree that the concept of a 
“ pattern of thought,” and even more a classification of “ patterns 
of thought,” unless defined and apjfiied with the utmost delicacy 
and patience, will be in great danger of smudging and distorting 
almost as much as it elucidates. Obviously many of the most 
important and original thinkers and their works would not 
perfectly fit into any one of these four patterns. Moreover, such 
classifications, unless applied very flexibly, are apt to lead to, or 
suggest, arguments like the following : (a) liberal capitalism 
arose in close alliance with j)hil()sophical nominalism and empiri¬ 
cism”; therefore (b) '‘subsequent criticism of or opposition to 
liberal capitalism must be insj)ired by anti-empirical patterns of 
thought.” Dr. Pribram is well aware of these dangers and 
ambiguities, but in this volume he givtis himself almost no chance 
of avoiding them. In addition to setting out very briefly his 
fourfold scheme, he covers in 170 odd pages and fifteen chapters : 
The Role of Reason in Social Organisation (and in Science and 
Arts); The Definition of Social Responsibility; The Concept of 
Liberty; Patterns of Economic Planning (and of International 
Trade); Armed Conflicts; One World or Two; and The Quest 
for Lasting Peace. The analysis is inevitably spread rather thin. 
There is much that is stimulating and a certain amount that is 
merely disconcerting. For example. Dr. Pribram informs his 
Washington “ Leserkreis ” that the British Labour Party’s 
"overwhelming victory ... in the election of 1945 appears to 
have been due largely to the spread of social philosophies which 
have originated on German soil ” (p. 107). 

Dr. Pribram emphasises in his Preface that "almost every 
Chapter of this treatise could be elaborated into a detailed book.” 
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It is very much to be hoped that Dr. Pribram will himself carry out 
this elaboration of the profoundly interesting questions he has 
opened up. Starting from where he left off in his essay of 1912, 
he might go on to trace his four patterns, and their conflicts and 
combinations in philosophy, economics and politics, through the 
nineteenth century and on into the twentieth. But one may 
perhaps venture to anticipate that when these valuable volumes 
materialise, further research will have ensured that ‘‘From 
Immanuel Kant to Emmanuel Shinwell ” will not be among the 
themes which they unfold. 

T. W. Hutchison 

London School of Economics. 


Introduction to the Study of Economics. By Henry Smith. 

(London : Sylvan Press, 1949. Pp. vi + 224. 106'. 6d.) 

The writing of an introduction to economics for the general 
reader is a notoriously difficult task, but to combine it with the 
provision of a background study of the subject for the under¬ 
graduate, all within little more than 200 pages, must tax the 
ingenuity of even the most practised expositor. The first 
category of readers are probably more interested in the explanation 
of current events in the interpretation of w hich economic analysis 
often offers remarkably few short cuts, while the second category, 
W'hatever their immediate interests in the subject may be, must 
come early to grips with the tools of the trade. The general 
impression one receives from Mr. Smith's little book is that he 
manages to combine the two tasks reasonably wdl, the central 
difficulty being met to some extent by the relegation of the more 
elegant tools of indifference-curve analysis to an appendix. 

From the logical point of view, Mr. Smith’s approach to the 
subject is exemplary, although this is not to say that such a 
treatment is alw'ays pedagogically satisfactory. After a brief 
introduction on the dev^^lopment of economic method, our 
author proceeds to survey the logic of deductive economics, 
seeking rather to show^ the student how' the economist reasons 
rather than to provide him with an interpretation of the economic 
process. Only after this does he turn to the description of tlie 
economic system itself. Here the general reader, unless he has 
some previous acquaintance of inter-relationships between the 
different sectors of the economy, may find the going a bit 
difficult; and he may find the transition to a discussion of 
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fluctuations in income, employment and output, unaided by 
an adequate discussion of income concepts, a trifle abrupt. 
The following chapter on the theory of competition is succinct 
and thoroughly readable. Chapter V introduces tlie reader to 
the problems of international economics, but it is probably over- 
ambitious, and the section on international currency problems at 
the end of it is the merest sketch. The final chapter on economic 
policy finds space for some useful brevities on economic planning, 
and is both critical and informative. 

There is a feature of this book that deserves particular 
mention. Having used the orthodox marginal approach as the 
cornerstone of his logical analysis, Mr. Smith devotes more 
attention in his exposition to Marx than to any other economist. 
Now it is clear that Mr. Smith does so with the intention of 
giving a balanced opinion of the value of Marx’s contribution, 
but he sets about this task in a curious way. Having described 
the approach of the early classical economists, he gives a brief 
account of the Marxian “ liouleversement,” and then quotes 
with approval the words of Mrs. Robinson that ‘‘ the orthodox 
economists have been much preoccupied with elegant elaborations 
of minor problems.” If he is quoting this passage as a criticism 
of Adam Smith (the only classicist he mentions up to this point), 
then the quotation is singularly inapt; if he uses it in the sense of 
Mrs. Robinson, then, quoting out of context, he docs not make it 
clear to the reader to whom he refers. Later in his book at the 
end of his chapter labelled ‘‘ The Modern Economic System in 
Action,” he tacks on to a discussion of the trade cycle which 
supports the “ stagnation thesis ” a critical appraisal of Marx’s 
theory of exploitation, which, he avers, resembles the conclusions 
he has previously drawn. This appraisal is cogently argued, if 
perhaps it is a little difficult for the beginner, but one is given the 
impression at this stage in the book that Marx was the only 
expert at trade-cycle diagnostics, and only some sixty pages 
later does the reader discover that the analysis Mr. Smith has 
used owes its origin to the “ General Theory ” ! 

One might be able to recommend this book without qualifica¬ 
tion were it not for the fact that the student is given the impression 
that economists fall into two categories : (a) Marx, (6) others. 
Indeed, none of the principal writers who built up the analysis 
upon which Mr. Smith mainly relies is mentioned by name at all! 

Alan T. Peacock 


London School of Economics. 



19501 


CTJRBENT FINANCIAL PROBLEMS 


367 


Current Financial Problems and the City of London, (Institute 
of Bankers.) (London : Europa Publications, 1049. Pp. 
219. IBs.) 

This series of lectures delivered at the Institute of Bankers’ 
International Summer School in Sepi ember 1948, naturally 
contains some material which is not of particular interest to 
British economists. Thus the lectures on “ The Organisation 
and Accounting of a British Bank,” “ The Work of the Trustee 
Department of a London Bank ” and “ TJio Work of the Foreign 
Branch of a Commercial Bank ” are highly specialised. More¬ 
over, those lectures on toj)ics of more general interest vary widely 
in their appeal. The “ Survey of the Financial Institutions of 
the City of London ” is an excellent introduction to the subject, 
suitable for a first-j^ear student. Whereas Mr. Harrod’s “ Survey 
of the Financial l^osition of Creat Britain ...” and Mr. Crick’s 
lecture on “ BritisJi Monetary Policy ” are much more advanced. 

But this book contains several chapters of great value. 
Mr. Bareau’s analysis of international ])anking organisations is 
packed with shrewd comments that deserve consideration by a 
wide public. It is interesting to note that since he gave this 
lecture the latest report of The International Bank underlines 
his contention that, if it is to prove successful, international 
investment must involve the ex])ort of men as well as of funds. 
As usual Mr. King’s description of the London Discount Market 
is first class, and reinforces the hope that lie will soon write an 
authoritative book on this subject to bring his History of the 
London Discount Market u]> to date. 

A number of otlier chapters wdiet the appetite. Professor 
Sayers surely raises a most important point when he describes 
central bank credit policy as operating largely by toucliing the 
economy at important sensitive spots” (pp. 99-101). But his 
examples of such sensitive spots are drawn from current practice 
in the U.S.A. Where are the sensitive spots in the British 
economy to-day ? Can British monetary policy even fulfil the 
modest role of avoiding the obstruction of fiscal and planning 
policy while the economy is so rigid ? 

There are a few minor points open to criticism. The long and 
interesting bibliography appears to omit F. Lavington The 
English Capital Market and R. D. Richards The Early History of 
Banking in England. Mr, Sachs seems to do less than justice to 
the investment trust movement (p. 90). It seems unfortunate 
that, after deploring the high yields that have to be offered on 
small issues of shares due to their poor marketability, Mr. Cowen 
No. 238— ^VOL. LX. B B 
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should conclude by advising that small investors should avoid 
such issues (pp. 39~42). For it is possible to agree with him that 
large financial institutions have a big part to play in the finance 
of small industrial companies, and yet to hope that some private 
investors will continue to buy and deal in their shares. For if 
they do not the market in them will surely become even narrower 
and less satisfactory than it is at present. 

Ronald F. Henderson 

Cor pm Christi College, 

Cambridge, 


The Economics of Illusion, A critical analysis of Contemporary ^ 
Economic Theory and Policy, By L. Albert Hahn. Intro¬ 
duction by Henry Hazlitt. (New York : Squier Publishing 
Co., 1949. Pp. viii + 273. $4.) 

The “ Economics of Illusion ’’ exposed by Professor Albert 
Hahn, banker, writer and professor are the economic theories 
based on the observation, that workers, unable to pierce ‘‘ the 
money veil ” insist on stable nominal wages, but do not resist a 
reduction of real wages. This “ is the chief assumption of Keynes* 
employment theory.” Yet the economics of illusion include all 
attempts at preventing and curing a crisis—irrespective of its 
character—mainly by money manipulations : cheap money, 
devaluation, deficit spending, public works and so on. Professor 
Hahn’s aim is to show that the theory of their chief advocate, Lord 
Keynes, is one-sided . . . and does not cover the general 
cases . . . and to prove that his inflation deflation theory of 
employment suffers in itself from inherent weakness.” He does 
it by reprinting sixteen articles (two of them translations) and 
several appendices dealing with Liquidity Preference, the In¬ 
vestment Gap, Oversaving, Wage Rigidity, Public Works, Deficit 
Spending and a number of kindred subjects. Some of the papers 
very successfully elucidate difficult problems to a wider public. 
Others, first published in scientific reviews, show great subtlety 
and a wide knowledge of practical banking and finance. Professor 
Hahn’s conclusion expressed in a new summing-up chapter is 
that: “ Keynes has not added anything to previous endeavours 
to explain the riddle of the cycle.” Nor has Professor Hahn in 
this formidable all-round attack. He claims priority rights to 
Lord Keynes’s basic errors. “ All that is wrong and exaggerated 
in Keynes I said much earlier and more clearly.” 

Professor Hahn recognises that the money illusion is fading, 
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though governments still try and remedy physical shortages by 
devaluations and appeal to their subjects to invest their savings in 
depreciating cun*encies. In the “ Anachronism of the Liquidity 
Preference Concept ” Professor Hahn points very clearly to the 
paradoxical result of cheap money policies : “ the business 
cycle will not be more stabilised in the future than it has been in 
the past in spite of all endeavours. There will be no more 
deflations from the credit supply side; however, this advantage 
will be offset by the stabilisation of interest rates, which has 
destroyed a potentially strong anti-cyclical measure.” Current 
policies in Belgium, in Italy and Germany do not quite bear out this 
prophecy. 

The 3''ears of scarcity have, undoubtedly, pushed ph^^sical 
factors to the forefront. They have shown that it cannot be 
cured hy monetary manipulations, though their imi)act on distri¬ 
bution—by falsifj’ing the content of contracts—remains very 
strong. The sucking power of money draw ing labour and capital 
ingredients into the production ]>rocesH and pulling them out as 
capital goods—has physical limits. A deficit economj^ can re¬ 
cover its balance onlj^ hy reducing consumption or increasing 
production, or by a combination of both ; mone^’^ can help to make 
goods, but is not a substitute for them. 

Keynes assumed a society composed of employers and of 
WT)rkers, the latter blinded by the money illusion. It was in¬ 
adequate as an interpretation of the causes of the 1931 crisis. 
For that crisis w^as not the normal dow n-sw ing in the trade cycle 
caused by insufficient investment, not even the result of secular 
structural changes. It was a compound crisis, in which the forces 
released by war destruction, war finance, territorial partitions and 
reunions, shifts in international debts, immigration restrictions, 
agricultural gluts and others commingled. Structural changes 
which normally would have been spread over a quarter of a 
century w’^ere compressed into a few years. From this “ multiple 
upheaval and readjustment crisis,” no ” General Theory of Em¬ 
ployment ” could be deduced, for what is singular cannot explain 
the universal, not even other singular but different phenomena. 
Professor Hahn calls Keynes’s theory ” monist and unrealistic ”; 
over-simplified might be better. But Keynes did not over¬ 
simplify matters because he did not see them. The doctrine that 
unemployment could not be fought by cuts in money wages was 
built on a very solid fact: the attitude of British Labour. 
Keynes’s standpoint raay have been opportunist, it was not un¬ 
realistic. He forged his doctrinal weapons in order to solve, not 
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an abstract theorem but practical problems. When they varied, 
he changed his weapons as liis last essay showed. The validity of 
a doctrine was proven b}^ its a])plicability. 

Professor Hahn is riglitly concerned over the rigidity of 
Keynesianism in the hands of his pupils. They see in it the master 
key which opens all doors. They have not yet found out, that 
these doors just now, have no locks, but are kept shut by heavy bolts 
or are even boarded up. Were Keynes confronted with present- 
day problems, he would tackle them with his old intrepid intellect¬ 
ual integrity. He might lewrile the General Theory of Employ¬ 
ment and acknowledge his earlier errors, without contesting any¬ 
body’s prioiit}^ rights in them. 

M. J. Bonn 

London, 


Ilundert Jahre OesierreicMscker ]Yiris^liajtsentaicklung. 1848- 

1948. llerausgegeben von rmf('m)r Hans Mayer, avf Veran- 
lassung der Bundcslcammer der Oewcrhlichen Wirtschaj't zum 
Hundertjdhrigen Besiatidc der Kammer organisation. In 
Beitragcn von : E. Garijofer, F. Getssler, T. Grailer, 
A. Guatz, 0. Gross, E. John, R. Kamttz, P. Muller, 
W. Weber, K. H. Werner, F. Wlcek. (Vienna: Springer, 

1949. Pp. xiii 4 - 734. 

In tlio last hundred yeais Austria has traversed nearly all 
political and economic stages through which a European society 
can pass. Up to 1849-51 she was a multi-national Empire, cut 
by internal customs barriers, held together by an absolute monarch. 
After 1851 an attempt was made to centralise her, and the customs 
lines were abolislied. She was the leading member of the Ger¬ 
manic Confederation until 18G0, but did not succeed in joining the 
ZoUverein. From 1867 to 1918 she was divided into two Sovereign 
States, united by a treaty renewable every ten j^ears, with joint 
armies, a common foreign ])oliey and a common customs tariff. 
After the disintegration of 1918, Austria proper emerged as a small 
federal democratic republic, the leading member of which, Vienna, 
was controlled by Socialists. Tn 1933 this democracy was con¬ 
verted into a vocationally strucUircd ‘‘ estate ’’ body politic, and 
five years later turned (1938 -45) into a Nazi Province. She is 
now a reconverted, democratic federal republic, but cut up in 
four military occupation zones. The ])roblems of the multi¬ 
national state, the economics of unification, federation, separation 
and partition can nowhere be studied to greater advantage than 



1950] OESTERREICHISCHER WIKTSCHAFTSEJNTWICKLUNG 371 

in her case. It would be fascinating to analyse her changing 
structure at the different stages of her development. 

The authors of this volume, with the exception of Professor 
Muller (who writes the Introduction), have not approached their 
task from a morphological angle. They have divided it according 
to subjects. The brilliant introduction is followed by a lengthy 
history of the Chambers of Commerce, justified by the occasion 
and by the part they have played in Austrian life; for quite a long 
time they served as constituencies of the Austrian parliament. A 
chapter on “ Currency ” provides a mine of information; there are 
few experiments in currency devaluation and cuiTency stabilisa¬ 
tion which have not been tried in Austria. Her ‘‘ Public Finance ” 
is equally full of suggestions. If deficit financing is really a 
blessing, Austria, whose budget rarely ever balanced—notwith¬ 
standing the ingenuity of her financial experts—would have been 
a jjaradise. Her “ Domestic Trade Policy,’’ her “ Industrial 
Policy ” and her “ Transportation Policy ” are less interesting to 
the outsider. But licr “ Foreign Trade Policy,” which alternated 
between federation and partition and attcm})ted repeatedly, with¬ 
out success it is true, interpenetration with the Zollverein, is well 
worth studying at the present time. So are “ Social Policies.” 
The Old Monarchy was in many ways very advanced in this field. 
The survival of strong mediaeval remnants resulted in a number of 
vocational organisations, the working of which in the present age 
of Neo-Mediaevalism—^not Neo-Mercantilism—deserve this detailed 
discussion. Later on, the control of federal Vienna by the Social¬ 
ists led to many bold experiments, especially in housing. 

The last chapter deals with “ Economic Science ” and its 
influence on “ Economic Policies.” Here both the Monarchy and 
the Republic have a most distinguished record : witness the names 
of Menger, BOhm-Bawerk, Wieser and Schumpeter, to mention 
the dead only; it is hardly Icnown abroad, that three of them were 
Ministers of Finance. In few countries only have the Professors 
been so practical, and the Bureaucrats so scholarly as in Austria. 
One regrets, that this impressive volume on the growth and the 
decay of an Empire is wiitten in the style of a learned chronicle, 
and not of an analytical treatise; but one must recognise that a 
description and a dissection of the structure of the Austrian body 
politic at the several stages of integration and disintegration would 
not have been easy. It would, moreover, be churlish not to thank 
the Bundeskammer for having put at one’s disposal such rich, well- 
organised material. In the past the Austrian Chambers of Com¬ 
merce have appointed distinguished economists as their secretaries. 
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Their successors are evidently determined to maintain their close 
relations with independent scholarship. 

M. J. Bonn. 

London. 


Account Settled. By Hjalmar Schacht. Translated by Edward 

Fitzgerald. (London. Weidenfeld and Nicolson, 1949. 

Pp. 327. 155.) 

Thanks are due to publisher and translator for producing this 
excellent and readable English version of Schacht’s famous apologia. 
It is in one way not an important book. We do not find in it any¬ 
thing like a serious or systematic survey of the historic events in 
Germany in which Schacht played so decisive a part. On purely 
financial and economic matters tJie hook is almost entirely silent, 
though there is a perfunctory account of the notorious Mefo bills, 
for which Schacht claims credit as an instrument, invented by 
himself, for curing unemployment in the early thirties. 

The real interest in the book lies in other fields. It gives 
vivid pictures of the other leading figures in Germany during the 
rise and fall of the Nazi Party. These are often highly prejudiced, 
however; in particular, the eha])ter on Hitler himself is mei-ely 
abusive, when it might (one supposes) have been really illuminat¬ 
ing. As a piece of special pleading the book is magnificent. Not 
even the author’s vanity can obscure his brilliance. He is pre¬ 
pared to challenge the whole world with his lonely, flashing rapier. 
No one is spared—not Nazis, German generals, German churchmen 
or businessmen, not France, America, Kussia, not even the German 
Service of the B.B.C., which, according to Schacht, made life more 
difficult for him by constantly acclaiming him as an opponent of 
the Nazi Party. (In fact, the German Service of the B.B.C. 
rarely did this, but on Schacht’s own showing it had every ground 
for doing so.) 

So scintillating a display is not calculated to help the sober 
seeker after truth. Nevertheless, we do learn from the book a 
great deal about his own psychology and that of his fellow- 
countrymen. Schacht was genuinely anti-Nazi, of that there can 
be no doubt. But not entirely for the right reasons. True, he did 
genuinely hate the most repulsive features of the regime, particu¬ 
larly its anti-Semitism, and did what he could to protect Jews who 
fell within his own spheres of influence from its worst excesses. 
But the reader of his book will find no sign that he opposed 
Hitler’s war policy as such. He thought that Hitler behaved far 
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too precipitately, and tried to restrain him, and to induce others 
in influential positions to do likewise. But the reason for his 
opposition was, not that a policy of war and conquest was wrong, 
but that it was being carried out without the necessary preparation, 
and without adequate economic resources. For instance, he 
condemns Hitler’s decision “ to rush the question of Austria’s 
Anschluss to a 'premature solution ” (p. 113, my italics); and yet 
only a few pages later the Anschluss is accepted as “an enormous 
diplomatic success ” for Hitler, and the Western Powers are duly 
belaboured for having permitted it. This is a neat example of the 
German desire to have things both ways. Schacht is not opposed 
to the idea of Germany’s becoming “top nation”; indeed, he 
more than once claims that for the last thousand years Germany 
has been the centre of world culture and progress. But when 
Germany tries to translate its top-nationhood into material fact, 
by aggressive means, and. failSy then the fault is either Hitler’s or 
the outside world’s—but not Germany’s. 

Particularly revealing are the last two chapters of the book, in 
which Schacht discusses “ The German Problem ” and asks for 
“ Re-inspiration.” The theme of these pages is the defence of 
Germany against the charge of “ collective guilt ” for Hitler’s war. 
With Dr. Schacht (as with millions of his fellow-countrymen) this 
has become a neurotic obsession, which only a psycho-2)athologist 
could deal with. How can a mere economist or politician tackle 
it ? Only, I submit, by hammering on at the distinction between 
“ guilt ” and “ resj^nsibility.” That the German people was 
responsible for the war in supporting Hitler and acquiescing in his 
racial and expansionist policies is a question of historical causation. 
Whether this “ responsibility ” involves moral “ guilt ” or not 
depends on all sorts of circumstances, and a complete survey of 
them would certainly bring to light various extenuating circum¬ 
stances. But the basic issue, from the point of view of the world 
as a whole, is that of “ responsibility.” Will the German people 
now learn that if they once again refuse to take charge of their own 
political destinies (whether for good reasons or bad) they are 
liable once again to find themselves the slaves (willing or un¬ 
willing) of a Hitler ? They will certainly not be helped towards 
the realisation of this by Dr. Schacht’s somewhat hysterical 
defence against accusations of collective German war “ guilt.” 

Bindley Fraser 


London. 
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The American Economy in Operation. By Horace Taylor and 
Harold Barger. (New York; Harcoiirt, Brace and 
Company, 1949. Pp. xiv + 846. $4*75.) 

Foreign Economic Policy for the United States. Edited by 
Seymour E. Harris. (Harvard University Press (London : 
Geoffrey Cumberlege), 1948. Pp. xiii + 490. 32^. 6d.) 

Both of these works excmj^lify the synthetic method of book 
production which has become increasingly popular in the United 
States with the growth of academic sjx^cialisation and the difficulty 
of co-ordinating expert knowledge of sectors of a general field. 
Thus wdiile the first book is written throughout by Messrs. Taylor 
and Barger, seventeen of its thirty-two chapters were “ originally 
written ” by their colleagues of Columbia College; and the second 
book is a collection of individual contributions by twenty-four 
experts linked by short introductory passages written by 
Professor Harris himself. Both methods of production have 
their advantages and limitations: The American Economy 
achieves coherence of argument and uniformity of style, at the 
expense of originality of treatment and siireness of touch in 
certain chapters; Foreign Economic Policy for the United States 
preserves authority and originality at the expense of an uneven¬ 
ness of treatment and coverage wdiich makes the lot of the reader 
a rather unhappy one. Some of the short-comings of the latter 
work, how’^ever, must be attributed to the fact, nowhere acknow¬ 
ledged by Professor Harris or his publisher, that the book 
originated as a series of papers road to a graduate seminar at 
Harvard University. 

The American Economy is the latest of a long series of books 
and revisions thereof wTitten to meet the needs of the second year 
of the Columbia College course in Contemporary Civilisation. In 
accordance with this teaching objective, the emphasis is on 
political economy rather than economic analysis; the authors are 
interested throughout in the two general problems of economic 
stability and the methods of economic control, and introduce 
economic theory only where the exposition requires it. 

The exposition itself begins with a long section on America’s 
natural resources—an old-fashioned approach which, none the 
less, has much to recommend it, and which should become more 
popular as employment theory is assimilated into general 
economics. Subsequent sections deal with national product and 
national income (an excellently clear treatment by Mr. Barger); 
the organisation and control of production (including useful 
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chapters on the growth^ of big business and American public 
policy on monopolies); conflict and co-operation among economic 
groups (ranging from labour problems and agricultural policy to 
consumer co-operation and social security); money and credit 
(including a pedestrian treatment of central banking along 
orthodox lines); public finance; and the United States in the 
world economy. The final section deals with economic planning, 
full employment and the general issues of freedom versus control. 

The book undoubtedly fulfils its authors’ purpose of providing 
an elementary account of the workings of the American economy 
and the problems to which it gives rise; but for that very reason 
it is unlikely to bo of much value to the non-American reader. 
The description of American institutions is neither compact 
nor detailed enough to make the book convenient for reference ; 
and the discussion of stability and control problems is vitiated b}^ 
the authors’ obvious determination not to commit themselves on 
politically significant questions. Throughout, the exposition is 
tainted by a tendency to “ talk down ” to the reader. 

The papers collected in Foreign Economic Policy for the United< 
Sfutes are divided into five sections. Part I consists of an intro¬ 
ductory discussion of ])olicy issues by the editor—^largely a 
reportorial commentary on the experts’ papers—and a rather 
disingenuous account of American governmental organisation for 
international economic policy. It is implied on p. 39, for example, 
that United States policy bears no responsibility for the failure 
of the London Economic Conference of 1933. 

Part II consists of eiglit studies of individual countries and 
areas; in general, the individual papers are well done, but one 
wonders why American economic relations with Europe are 
represented by one paper on the German economy and two 
papers, the second rather si>ecialisod in scope, on Anglo-American 
economic relations. This is flattering to the British, but hardly 
fair to the French. One also wonders why American relations 
with Canada, a country whose economic policies receive little 
enough informed criticism from independent sources, should fall 
to be discussed by a Canadian Civil Servant—^the only foreign 
contributor to this section. 

Part III, on international economic co-operation, contains 
four papers on the obvious subjects—^the Fund, the Bank, the 
Geneva Agreements and the I.T.O. Part IV consists of five 
papers on the European Recovery Program. Again, the 
individual contributions are well done (one may mention especially 
Sidney S. Alexander’s contribution on “ Europe’s Needs and 
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Prospects,” which is a model of clarity in thought and exposition), 
but the factual content dates them so much that they are 
interesting chiefly for what one can read in and between the lines 
about underlying American attitudes on international economic 
relations. In this respect, the papers by Edward S. Mason and 
Harry C. Hawkins are of particular interest. 

Part V, on problems of international equilibrium, transfers the 
discussion from the administrative to the theoretical plane. In 
the first two papers. Professors Hansen and Haberler debate the 
meaning of fundamental disequilibrium.” Professor Hansen 
believes in the usefulness of a “ cost-structure parity ” version 
of the purchasing-power parity theory of equilibrium exchange 
rates; he desires to include in the definition of “fundamental 
disequilibrium ” the case of a country undergoing deflationary 
pressure from the outside world but without a balance-of-payments 
deficit; but he does not believe that a deficit necessarily proves 
that a country’s exchange rate is out of line, or that depreciation 
is the right way to cure a structural disequilibrium. Professor 
Haberler disagrees on all points : he believes that departure from 
purchasing-power parity is not a cause but merely one symptom 
of disequilibrium—in what sense a symptom, he does not quite 
succeed (p. 3B7) in explaining; bo argues with convincing logic 
that only the emergence of a deficit should be regarded as a sign 
of the need for a currency depreciation; and he maintains that 
international demand elasticities are sufficiently great for deprecia¬ 
tion to solve balance-of-payments deficits. In this last argument 
Professor Haberler seems to rely too much on a quotation from 
Marshall, and to ignore the difficulties of correcting structural 
maladjustments; incidentally, in his refutation of Professor 
Hansen’s argument (pp. 393-4) he appears to fall into the confusion 
of assuming an appreciation and arguing as if it were a 
depreciation. 

Professor Samuelson, in a series of comments which do not 
quite make a coherent paper, broadens the attack on the 
purchasing-power-parity theory, and demonstrates the consistency 
of “ dollar shortage ” with classical theory once capital move¬ 
ments are introduced into the analysis. Dr. Triffin, writing on 
“ Exchange Control and Equilibrium,” presents a masterly 
discussion of the advantages and limitations of exchange control 
as a mechanism of adjustment. Professor Haberler’s second 
paper, on “ Dollar Shortage,” succeeds in disproving the existence 
of dollar shortage in the inter-war period, but is not so successful 
in verifying the classical “ inflation ” explanation of the con- 
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temporary problem—his, definition of “ inflation ” seems to 
bring in structural maladjustment through the back door. His 
paper does have the great merit of isolating the central issue of 
“ dollar shortage —how great a reduction in its standard of life 
it is reasonable to expect a country to make—from the technical 
apparatus in which it is usually embedded. In the final paper 
Dr. Balogh serves up his usual mixture; some of his arguments 
for discriminatory restriction of imports from America look rather 
odd in the light of recent emphasis on attaining a high-level 
balance between the dollar and non-dollar worlds, but it is a pity 
that Dr. Balogh*s inclinations towards inductive over-generalisa¬ 
tion obscure the important points he has to make. 

Judged as a work on American foreign economic policy, this 
book falls far short of the promise of its title; judged as a 
collection of articles, it has much to recommend it. The last 
section at least is indispensable reading for international economics 
theorists. But surely, in the interests of scientific progress, 
Professor Hanis’s authors could contribute to a less expensive 
periodical ? 

Harry G. Johnson 

King's College, 

Cambridge, 

A Concise Economic History of Britain From the Earliest Times to 
A.i), 1750, By Sir John Clapham. (C/ambridge University 
Press, 1949. Pp. xviii -j- 324. 126*. (Sd,) 

The news that Clapham had written a book briefly reviewing 
British economic history before 1750 naturally aroused great 
expectations; and the book itself richly fulfils them. Its quality 
indeed illustrates the dictum of Johannes Haller : Nur der echte 
Forscher kann ein rechter Darsteller sein. But the meaning of that 
dictum is here amplified, for the period covered lies outside that to 
which the author’s researches were mainly devoted; and the book 
exhibits the extraordinary* range of his knowledge as well as his 
remarkable powers of exposition. 

In the field of economic liistory there have been, it is true, 
scholars more profoundly learned than Clapham—VinogradofF, for 
example—^while Sombart, in his rather unscholarly way, was, I 
suppose, more ividely read. But surely no economic historian was 
ever so well read, in the strictest sense of that term, as the author 
of this little book. A work so concise and so closely packed with 
information might easily be very dry reading, and inevitably its 
literary quality is not as that which enobles the works of Professor 
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Tawney and Mr. and Mrs. Hammond, but certainly the book is 
very well written, Clapham had an eye for significant and 
illuminating detail; and the fine discretion with which he has 
exercised the extremely diflicult art of illustrating an historical 
point by an apt modern analogy is quite wonderful. The treat¬ 
ment is, in general, admirably and refreshingly concrete—^jierhaps 
excessively so, for sometimes one feels that Clai)ham’s well-known 
dislike of “ empty economic boxes ” has led him to underestimate 
the value of abstraction and classification as aids to understanding. 
The description of history as a “ s(‘.amless garment ” is quoted at 
the beginning of one chapter; and tliroughout the book the reader 
will find little or nothing about any succession of “ economic 
systems ” such as those of Bucher or Sombart, or about the ‘‘ ideal 
types ” employed by Max Weber. The importance of the economic 
factor in history is never over-stressed ; but still less is Clapham 
inclined—as Schmoller and Cunningham were inclined—to exag¬ 
gerate the influence of political factors and economic policy upon 
economic conditions. Occasionally one wishes ho had allow'^ed 
himself to express a definite ojiinion on matters of controversy : 
for example, it is only from casual references such as that to the 
rich—if turbulent—fifteenth century (p. 170) that one gathers 
he did not wholly accept Professor Postan’s judgment of that 
century as a period of economic decline. Yet there is no tendency 
to ‘‘ hedge ’’ or play for safety. To take two points, Clapham does 
not hide his opinion that the gilds jflayed a less important part in 
the economic life of the middle ag(‘s tlum is commonly supposed; 
and his emphasis upon the rise of t he yeomanry in the Tudor age 
is a definite if tacit criticism of IVofessor Tawney's concentration 
of attention upon the rise of the gentry.’’ 

The book is never provocative and always concerned in the 
main with hard facts; yet it stimulates thought so much that one 
is tempted to embark upon discussions beyond the measure 
allowable in a brief review. I will, how ever, confine my comments 
to two matters. 

First, Clapham’s lecture of agrarian organisation in the early 
Saxon period seems unduly “ manorial,” and it looks as if this 
was largely because he allowed too little importance to the 
Scandinavian invasions and so minimises the force which more than 
any other promoted the “growth of the manor.” Though he 
recognises, with Maitland, that the Danes in a certain sense “ freed 
the districts which they conquered,” he ignores the other half of 
Maitland’s celebrated paradox—that “they in the same sense 
enslaved the rest of England.” Perhaps he was also unconsciously 
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influenced by the contrast between the large number of tons ” 
which have names incorporating the name of an owner or lord, 
and the comparatively small number of “ Charltons '' which 
belonged to lordless churls. Ho seems to have overlooked the 
evidence which indicates that many place-names of the former 
tyjie are of rather late date. Yet he notes that the termination 
‘‘ ton ’’ did not always mean * village ^ but often just ‘ enclosure,’ 
‘ settlement ’ or ‘ farm,’ ” and he allows that some of those w^ho 
gave their name to such places may have been just freemen,” 
and that many places which did not acquire the “ tell-tale name ” 
of Charlton ‘‘ were also churls’ places ” (p. 44). 

Secondly, in regard to the Revolt of 1381, Clapham repeats the 
common observation that “ like so many social upheavals ” it 
“ came when the people were anything but sunk in misery ” and 
observes that “ with increasing comfort they felt themselves strong 
enough to resist uncomfortable novelties” (pp. 120-1). That 
there is truth in this nojie will deny. But we should also remember 
that, in an age of change and improvement, advance is {)ften ver}" 
irregular : some prosper and others sec those who have been their 
equals win advantages that their fellows have not attained, so that 
discontent is not only made effective by being ‘‘ shot with the 
colours of ho])e,” but is intensified by a sense of unfairness. 
La premiere et principah cause de sedition est Vinegalite, 

Tw o small slips should be corrected in the future editions which 
w ill certainly be called for. Dredge ”—a term usually employed 
for a mixture of barley and oats—is described as “ mixed winter- 
sown grain ” (p. 81). And the Loggan engraving reproduced on 
the dust-cover which a})pears txr be the picture referred to on 
p. 217, does not support the statement that the men are shown 
reaping “ with a sickle applied half-way uj) the straw.” 

liEGlNALD LraNNARD 

Lower Heyford, 
near Oxford, 


The Mining Guild of New Spain and its Tribunal 1770-1821, 
By Waltee Howe. (Harvard University Press (London : 
Geoffrey Cumberlege), 1949. Pp. 634 + ix. 425.) 

It is pleasant to see that the studies in Spanish history by such 
American liistorians as Professors Haring, Hamilton and Dr. Klein 
are being carried on by a new generation of scholars. Professor 
Haring originally suggested that the Cuerpo de Minerfa might be a 
fruitful field for research, and Mr. Howe has produced a book well 
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worthy of comparison with Professor Haring’a own studies of 
Spanish trade. 

This is essentially institutional history, and of its kind it is a 
very good example. It traces the origin of the Tribunal de 
Minerfa in Mexico in 1777, the reorganisation of the Tribunal in 
1781, the administrative activities of the Tribunal and its handling 
of litigation. There are valuable cliapters on the Mexican Mining 
industry before 1770 and on the later history of Mexican mining 
after the experiment of the Tribunal. There are appendices on 
such topics as bullion coined in Mexico from 1537 to 1856 and on 
plans for special technical education for miners. The Biblio¬ 
graphy and Index are models of efHciency. 

The Tribunal de Mineria was set up in an attempt to solve the 
serious difficulties which were crippling the mining industry in 
Mexico at the end of the eighteenth century. The miners’ 
representatives presented a convincing argument to show that 
what was needed was a more adequate su})ply of capital. The 
Tribunal was supplied with mone\' from a tax on silver, and was 
intended to lend capital to help mines whoso profitable develop¬ 
ment might otherwise have been cramped. The setting up 
of the Tribunal in a surprisingly short time is an interesting 
example of the practical efficiency of the Spanish Government of 
the enlightened Charles III, but its failure to assist the develop¬ 
ment of Mexican mining is an instance of the inefficiency and 
indeed of the dishonesty of some of the most prominent members 
of the mining community in Mexico. 

Mr. Howe has pieced together the story of the Tribunal de 
Mineria with admirable thoroughness, and presented it with 
beautiful lucidity. Sometimes the story reads a little like an 
abstract of an office file, but this often must, in fact, disguise a 
great deal of patient research to track <lown missing pajiers and to 
sift and discard in'elevant information. When Mr. Howe allows 
himself to interpret his material, as at the end of the chapter on 
the financial activities of the Tribunal in the first ten years of its 
existence, he shows clarity and a grasp of essentials which is 
masterly. If his book is sometimes rather dry and even at times a 
little dull this is a weakness of institutional history, and Mr. Howe 
very wisely does not try to achieve a fictitious interest by philoso¬ 
phising or by using a study of eigliteenth-century conditions as a 
peg to hang political comments on Mexicjo or Spain. As was to 
be expected from a book in the Harvard Historical Series the tone 
of Mr. Howe’s book is objective and academic in the best sense. 
He has made a real contribution to our knowledge of eighteenth- 
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century Spain and Mexico. It is to be hoped that his work on 
eighteenth-century Peru will not be too long in making its appear¬ 
ance. 

Jean Lindsay 

Qirton College, 

Cambridge, 

England's Climbing-Boys. A history of the long struggle to abolish 
child labor in chimney-sweeping. By George L. Phillips, 
with a preface by Arthur H. Cole. (Harvard University : 
Graduate School of Business Administration, 1949. Pp. 61.) 

This story of the climbing boys is the work of an American 
scholar who has assembled from England and elsew^here all possible 
documents dealing with the subject. The history ends with an 
exhaustive bibliography listing books, pamphlets, reports and 
Parliamentary papers and covering nearly five pages. There are 
also footnotes to every page of the history indicating the source 
of the information given. 

In his Introduction the author explains that it was the change 
from wood fires to coal and the building of so many fireplaces (one 
to each room) in large Georgian houses, necessitating zigzagging 
flues of narrow dimensions, that brought about the increase in the 
number of climbing boys in the eighteenth and nineteenth cen¬ 
turies. It w^as Jonas Hanw^ay, whose portrait appears as a 
frontispiece, who started the first crusade against the evil in 1770, 
and not until 1875 did climbing boj^s cease to be employed—a 
hundred years of hard fighting and much needless suffering. 

The hardships of the chimney-sweejis are familiar to all readers 
of Oliver Tvnst or the poems of William Blake or the Life of Lord 
Shaftesbury, but not before has the w'hole history of the campaign 
been told with such detail as is done here. The struggle is traced 
through the efforts of philanthropists and voluntary societies, 
and through the attempts to organise the master sweeps and to pro¬ 
mote the invention and use of machines which could sweep the 
narrow, crooked chimneys in place of boys. Each successive Bill 
introduced into Parliament is dealt with, and leading speeches are 
summarised. Both Houses come out badly, but the Lords the 
worse. In 1786, 1804, 1818 and twice in 1819 they rejected the 
BiU sent up to them by the Commons and, though they passed 
the Act of 1840, they reduced the age at which apprentices might 
be employed in sweeping chimneys from fourteen to ten. When 
Lord Shaftesbury entered the House of Lords, he introduced 
measures in 1861, 1862, 1853 and 1854 which were all rejected, and 
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it was not till 1864 that he succeeded in getting a measure passed 
through both Houses. But whether there was legislation or not 
the employment of climbing boys went on. In 1853 (thirteen 
years after the Act of 1840) no less than 4,000 boys were said to be 
at work, and in the same year a sweep was charged at Nottingham 
Police Court for the most shocking cruelty to a child who was 
apprenticed when he was not yet six. The Act of 1864 was equally 
useless, and in 1872 there was an inquest at Gateshead on a child 
of eight taken dead out of a chimney. At long last, in 1875, came 
the Act which required every sweep to be licensed, and this proved 
to be effective : there was no recurrence of the evil. 

The author brings out very clearly the reasons for the ineffect¬ 
iveness of previous legislation. It was the feeble state of public 
opinion and the lack of any inspectors to enforce the law. It was 
not from want of knowledge of w^liat the boys were suffering. 
These pages reveal authenticated cases of savage beatings, lighted 
straw or pins used on the boys’ feet to make them climb, saltpetre 
rubbed into their legs to harden them, knee caps torn off, cancer 
caused by the working of the soot into the skin, children suffocated 
in hot flues. But all this tale of horror did not prevail against the 
supposed interests of West End mansions or the argument that, if 
boys were not employed in sweeping chimneys, they might be¬ 
come a charge on the rates. 

It is impossible not to feel slianie that this piece of social 
history—a disgrace to Great Britain—should have been investi¬ 
gated and told by a citizen of another country, and yet all readers 
will feel grateful to him for the skill and sympathy with which he 
has performed his task. 

Clara D. Rackham 

Cambridge, 

Volks^virtscliaftliche Problem,e dea deutschen Aussenhandels, 
(Duncker & Humblot; Berlin and Munich 1948. Pp. 136. 
DM 10.—) 

The above publication is of some historical interest since it 
also represents the first volume to appear in the new series of the 
famous publications of the Verein fllr Sozialpolitik after its 
revival in 1948. The Vereiriy founded in 1873, had been de facto 
dissolved since 1933, and de jure since 1936. Between 1936 and 
1947 there had been an interval at which there existed, on the 
one hand, only the official Nazi .organisation of economists (more 
or less boycotted by respectable economists), and on the other 
hand a number of informal “ academic circles ” and discussion 
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groups on the fringe of illegality. The deadlock was broken by a 
meeting in 1947 at Rothenburg, at which a manifesto for the 
“ salvation of the German economy ” was drawn up, which 
in many ways anticipated the subsequent currency reform. The 
text of this manifesto, as well as all the other documents relating 
to the Rothenburg meeting, are appended to the book here 
reviewed. A special obituary notice mentions two economists 
who were executed in the last stages of the Nazi regime, Professors 
Eulenburg and Jessen. The presidential address at the Rothen¬ 
burg meeting (also reprinted), by Professor Zwiedineck-Stidenhorst, 
is a somewhat heterogenous mixture of apology for failures after 
1933, explained by “ the powerlessness of professors,” and claims 
that ‘‘ the professors have been in the right with their advice.” 

The bulk of the book consists of the proceedings of the meeting 
at Marburg in 1948 at which the main subject under discussion 
was foreign-trade inoblems, and which was also the first 
constituent meeting of the newdy revived Verein filr Sozial- 
politik. The presidential address at tlie meeting by Professor 
Adolf Weber is interesting in its description of an early 
memorandum on the need for currency reform i>resented in May 
and June 1945 by a group of academic economists to General 
Eisenhower. This did not even receive a reply, because, according 
to Professor Weber, ‘‘ The Morgenthau Plan had a decisive 
influence even on men like President Roosevelt and General 
Eisenhower.” Professor Weber computes the damage done to 
the German economy by the three years delay in currency reform 
at $10 billion, but gives no details how this has been computed. 
He also thinks that the currency reform plans worked out by the 
academic economists were in some respects superior to those 
put subsequently into operation by the military authorities. 

The substantive nucleus of the book consists of a paper on 
German foreign-trade problems read by Dr. Fritz W. Meyer, and 
the subsequent discussion. Both the paper itself and the 
discussion are at a very high general level, and will repay study by 
anyone interested in the problems of foreign-trade controls, as 
well as students of the specific problems of post-war Germany. 
Dr. Meyer’s paper amounts to a devastating and intellectually 
brilliant onslaught on the policies of the Joint Export and Import 
Agency, and on the defence of the then over-valued German 
mark (at 30 U.S. cents) as attributed to Mr. Camille Gutt, the 
Managing Director of the International Monetary Fund. Dr. 
Meyer objects to the import target of $2 billion as indicating 
average European standards of living,” and his own figure which 
No. 238 —VOL. LX. c c 
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he puts forward as a conservative estimate amounts to $5 billion 
of essential imports. His general description of what he calls 
‘‘ foreign trade in the dark by the Joint Export and Import 
Agency is on liberal lines. He also strongly disagrees with the 
argument that the over-valuation of the German mark by the 
J.E.I.C. would result in advantageous terms of trade and thus 
compensate for export difficulties. It is interesting to see him 
state that the real trouble is not in the foreign control of the 
J.E.I.C., but in the fact of control itself. As he puts it : 

The economic difference betwe^en the Western world 
and the East should not lie in the size of the rations, but it 
should lie in the existence or non-existence of any rationing 
system ; it should lie in whether or not the individual is 
exposed to the* discretion of the authorities.” 

From the discussion it is clear that the overwhelming 
majority of the participants in the meeting were opposed to the 
argument put forward by Dr. Meyer, and in favour of continued 
control of foreign trade. Only two of the speakers, Professors 
Rittershausen and Miksch, tended oti the whole to agree with Dr. 
Meyer. Nine speakers disagreed; among them specially note¬ 
worthy were the argument hy Professor Walter Hoffmann that in 
the present state of imperfection of data and violent disturbances it 
was not even possible to say that the mark was over-valued at 
$0-30; the argument by Professor Wessels that it w^as not 
foreign-trade controls which were wiong, but the policies of over¬ 
full employment and controlled inflation; the argument by 
Professor Meinhold that the increase in exports achieved by the 
low exchange rate would be inflationary; and the argument by 
Professor Schneider that a pioper German foreign-trade i)olicy 
depends very largely on the foreign trade policies of the other 
countries, and could not be discussed with reference to German 
problems alone. A somewhat independent line of thought is 
apparent in the contribution by Professor Egner that no German 
trade policy could make Western Germany viable as long as the 
separation of Germany continued, and that, therefore, the 
discussion did not serve any useful purpose. 

. One cannot help having some sympathy with the feeling, 
expressed by many of the speakers in the discussion, that 
Dr. Meyer’s argument, in spite of its intellectual brilliance, takes 
somewhat lightly the transition required in translating from 
theory into the realities of Germany in 1948. 

^ ^ H. W. SiNGEB 

Lake Success, 

U.S,A. 
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Soviet Foreign Trade, JJy Alexander M. Baykov. (Princeton 

University Press (London: Geoffrey Cumberlege), 1946. 

Pp. vii + 124. lls, 6d.) 

Professor Baykov in his earlier book, The Development of 
the Soviet Economic System, described the object of his researches 
as “ an analysis of the Soviet economic system as such ” ; rejecting 
the three other approaches he distinguished : the theoretical, the 
political and the technical. Students of the Soviet economy 
have therefore come to expect from his pen analyses which are, 
from the point of view of politics, firmly unbiased and, from the 
point of view of economics, essentially descriptive. In this 
manner he successfully avoids tlie pitfalls that beset the politically 
minded economist, antagonist or protagonist. Nevertheless, 
much Soviet foreign-trade policy needs to be described in its 
political context. 

In the first half of this book, devoted to the evolution and 
organisation of the foreign-trade system, Professor Baykov 
rightly adopts his policy of unpolitical descrij)tion, but in the 
second half, where he analyses the trends of Soviet foreign trade, 
his approach may be questioned. One of the leading features 
of foreign trade in the U.S.S.R. is that it is subordinate to the 
general economic })lan and that the economic plan is subordinate 
to political requirements- Professor Baykov describes, for 
example, (p. 47) the trade section of the First Five Year Plan as 
envisaging a favourable balance of trade mainly by the expansion 
of agricultural exports, and subsequently notes the non-fulfil¬ 
ment of the foreign-trade plan. Many would contend, however, 
that this was due not to fortuitous economic circumstances, as 
he seeks to show, but mainly to the decision of the XVth Party 
Congress of December 11)27 to carry thi'ough collectivisation 
immediately. The political necessity of collectivisation super¬ 
seded the economic considerations of the previously prepared 
plan. 

While many readers -would have preferred an approach that 
accepted the Soviet authorities’ valuation of the inter-relation of 
economic and political policies, no one will gainsay Professor 
Baykov’s perspicacity in analysing the purely economic trends 
of their trade policy. His chapter on “ General Trends in the 
Development of Soviet Foreign Trade ” is of the greatest interest 
and covers the subject exhaustively (occupying one quarter of the 
total text of the book). Of many interesting conclusions he draws 
from his analysis, that on the reasons for the sudden decline of 
trade after 1931 is especially to be marked. 
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The index of the physical volume of exports (1929 — 100) fell 
from 146*1 in 1932 to 90*5 in 1935, and of imports from 161*5 in 
1931 to 51*9 in 1935. Soviet economists have ascribed this sharp 
reduction principally to the creation of new domestic capacity 
producing equipment formerly imported and the diversion of 
agricultural products from export to home consumption. 
Professor Baykov’s view is that 

“ it was due to considerations of foreign exchange rather 
than to the possibility of replacing imports by domestic 
production. The newly created productive capacities could 
hardly justify a reduction of imports to less than one quarter 
of their value in 1931; moreover, in 1936-38, imports were 
again increased.” 

The value of the book ma}^ also be seen in its presentation of 
data liitherto only available in Russian sources. A wider use of 
available statistics might, however, have been helpful to his 
study. At least one Soviet statistical table (p. 49), extracted 
from a work by D. D. Mishustiu. could have been compared 
with the basic data in the Soviet official digest and the unjustified 
comjjarisons of Mishustin thereby revealed. Further, had he 
made use of non-Soviet sources, such as the League of Nations 
Intematumal T'rade Statistics, a valuable survey might have 
been made of the effect of Soviet imports and ex})orts on the 
trading partners. As it is, Professor Baykov leaves the reader 
with the view that at 2% of the world-trade turnover Soviet 
foreign trade was unimportant, whereas it was significant in 
some economies from large countries like Germany and the 
United Kingdom to small countries like Persia and Uruguay. 
Nevertheless, Professor Bayko^'^ tightly stresses the multilateral 
nature of Soviet trade : exports to tlie United Kingdom and 
Western Europe regularly exceeded imports, and the proceeds 
paid for imports from the United States, Australia, Czechoslovakia 
and elsewhere, where the balaiuje of trade was i>ersistently 
unfavourable to the U.S.S.R. It is interesting to note that under 
post-war conditions the position is reversed. According to the 
United Nations Summary of World Trade Statistics in the first 
nine months of 1949, the U.S.S.R. had a large favourable balance 
with the United States and a large unfavourable balance with 
the United Kingdom as it has with other Western European 
countries, notably Belgium. 

The book does not, of course, deal with such post-war develop¬ 
ments, and it is perhaps unfair to contrast his chai)ter on Post 
War Prospects ” with present reality, written as it was in the 
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immediately post-war period when few data were available. 
The fact that actual developments have been the opposite of his 
forecasts is due not to his erroneous judgment but to the unfore¬ 
seeable behaviour of Soviet policy. 

Soviet foreign trade to-day still follows largely the dictum 
Professor Baykov gives : in the Soviet economic system export 
trade is solely a means of paying for indispensable imports. But 
with the physical volume of Soviet trade in 1949 more than 
double its pre-war volume, the greatly expanded trade with the 
people’s democracies of Eastern Europe needs to be regarded in 
a wholly different category. 

M. C. Kaser 

Richmond, 

Surrey, 

Customs Valuation in the United States. By R. E. Smith. 
(Chicago : University of Chicago Press (Cambridge University 
Press), 1948. Pp. xv + 380. 425.) 

This book has two main themes : the selection of a basis for 
dutiable value and the administration of selected bases. There 
is a full discussion of all the various types of basis, and although 
twelve can be distinguished (p. 27) the main headings are foreign 
value of some kind, United States value (selling value of foreign 
goods in the United iStates less assumed margins), American 
selling price (of home-produced articles similar to imported 
goods) and arbitrary valuations of various kinds. The author 
traces in grefit detail the legal history of the change from 
“ specific purchase price ” (that is, actual cost to the importer) 
in the early part of the nineteenth centur)' to the general reliance 
in modern times on foreign or export value, an approximation to 
market value abroad. Although the major i)art of the book is 
devoted to tracing this historical development, outlining the 
current situation and examining the ramifications of administering 
Customs law, two useful chapters at the end (Chapters X and XI) 
deal with valuation practice in other countries and with the 
author’s own suggestions for reform. 

The painstaking and scholarly treatment of the subject- 
matter must obviously give this book high marks as a piece of 
research. Economic historians, in particular, will find it most 
interesting. But even more important for the general reader 
will be the background it supplies to the present agitation for 
reform of American Customs valuation. The fact that Americans 
are being told from observers inside their country that their 
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of general rather than particular United Sta±es importance, comes 
in the first five chapters. After the first introductory chapter, 
referred to above, he turns in the second to restrictive agreements. 
Here he makes, and to my mind substantiates, one point of prime 
importance : he considers that to prevent monopolistic agree¬ 
ments it is indispensable that the basic law should prohibit in 
broad and not in specific terms, and that illegality should be 
judged by effect; otherwise the ingenuity of businessmen ” and 
of their lawyers ‘‘ would soon devise new ways of accomplishing 
restrictive ends, and the evolution of business methods would soon 
give the old prohibitions unforeseen consequences.’^ But he 
suggests that a list of practices normally undesirable should also 
be codified, putting on the ])articipant the onus of proving that 
any particular example of such practices is desirable. This 
chapter, besides much else of value, also contains a useful section on 
how to detect collusion, and on how^ practices not undesirable, or 
even desirable in themselves, such as the circulation of information 
on prices and on cost accounting, may help tacit collusion. 

Chapter III lists and discusses the exemptions to the Anti- 
Trust Laws for private agreements in the United States; a 
substantial part of it is of general interest. 

Chapter IV contains a long, closely argued and extremely 
interesting discussion of the problems presented by large concerns. 
I cannot deal adequately with this highly controversial subject in 
the space of a review. Dr. Corwin Edwards divides the subject 
into three main headings : 

(a) Monopoly (and monopsony), where one concern controls 
(or buys) a substantial part of the output of a product. Here he 
distinguishes between the single-plant monopoly and the large 
business unit with many plants, and concludes that, for the latter 
at any rate, much might be done to break bigness without de¬ 
creasing efficiency, but that ceilings on size are impracticable and 
undesirable, and that policy must proceed by attacks upon 
particular examples of excessive power, the test being the power 
to exploit and the power to coerce. I found this section less 
convincing than most of his book, not only because of the diffi¬ 
culties of applying his test. He does not really discuss whether 
oligopolistic competition is better or more efficient than monopoly; 
yet surely no other form of competition could be achieved by 
breaking up many plant monopolies. And, even if it is, may not a 
hindrance to growth be more serious than Dr. Corwin Edwards 
fears, even for his careful proposals designed to minimise this 
danger ? And may not a case-by-case approach increase lobby- 
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ing ? Finally, can on^ safely leave decisions on these points to 
the Ciourts ? 

(6) Vertical integration; here Dr. Corwin Edwards is critical 
of disproportionate integration, where a largo concern buys from 
or sells to its own competitors at some stages, and particularly 
where at one stage it has a legal monopoly and at others operates in 
competition with other firms. He would prohibit a concern which 
enjoys a monopoly at one stage from also undertaking commercial 
activity in which monopoly is unlawful, and he would challenge, 
though not prohibit, substantial disproportion at different stages. 
Here I do not accept his argument; it is merely tlie monopoly at 
one stage, not the disproportions, w'hich gives the power to exploit. 
It may be toclinically impossible to control effectively at one stage 
only W'here a concern operates at different stages; and this is an 
argument against allowing monopolies created by law at one 
stage from operating at other stages. But the basis for such a 
policy is slightly different from that given l)y Dr. Edwards. 

(c) Giant size, even in diversified fields, where the strength is 
derived from the variety of tactics that can be used, including an 
advantage in litigation, politics, public relations and finance. 
Hero the present law provides no protection, and should, Dr. 
Corwin Edwards considers, be amended or supplemented. Besides 
proposing various environmental changes designed to remove the 
conditions and privileges that strengthen large and weaken small 
corj^orations, he wnuld establish a rebuttable proposition against 
bigness in excess of some relatively high level of size, a size 
“ approi)riate to technological and administrative efficiency in our 
larger scale industries.” There would be relatively few cases to 
handle. Some of the comments I made on (a) above also apply 
here. 

In Chapter V Dr. Corwin Edwards deals with safeguards against 
coercive and exploitative behaviour on the part of largo concerns 
whose size must be tolerated for technological and administrative 
reasons, if for no others. He believes that “ although such safe¬ 
guards are desirable, the possibility of devising them is very 
limited.” For ‘‘ nothing would be gained by using the power of 
government to deprive large enterprises of a venturesome spirit or 
to induce them to compete half-heartedly, with a regard for the 
interests of their competitors similar to that which is produced by 
collusive agreements.” Something can be, and under existing 
laws is, done to prevent coercive activities; this could be strength¬ 
ened in some ways. Exploitative activities are more difficult 
to deal with. I would particularly draw readers’ attention to 
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pp. 182-5 dealing with the possibility of control through govern¬ 
ment surveillance. Dr. Corwin Edwards particularly attacks 
government participation in management. Among other excel¬ 
lent remarks he says that “ such arrangements are frankly based 
upon an inability to prescribe in advance the public policies to which 
business shall conform, for if such prescription is possible other 
methods of regulation are sufficient. In the absence of a definite 
public policy, the government officials who assume managerial 
responsibility are unguided and unchecked, relieved of public 
responsibility for their acts and surrounded with a protective 
cloak of secrecy which conceals their errors and misdeeds. Pro¬ 
tection of the public interest becomes a gamble upon their foibles.” 

With the remaining three chapters I can deal only summarily; 
they are more particular to the United States than the earlier 
chapters. Chapter VI, on entry and access, contains some inter¬ 
esting points in the earlier part, but is less noteworthy or novel on 
patents. Chapter VII, on the relation of the competitive policy 
to regulation in other fields, includes a plea for using as far as 
possible global rather than specific controls. I would accept 
much of his general argument, though I do not believe that 
taxation, government buying, etc., can really serve as a substitute 
for price control where privately owned monopolies are established; 
but I fully agree with Dr. Corwin Edwards’s objections to price 
control. Surely, if there is a case, as there often may be, for 
monopoly operation, the real alternative to be considered is 
publicly owned monopolies ? 

Chapter VIII, on administration, lists six administrative 
functions implicit in a policy of competition, criticises the present 
method of administration in the United States, in particular the 
inadequate staff (about 310 in the Anti-Trust Division of the 
Department of Justice and 670 in the Federal Trade Commision), 
argues that the law-enforcement agencies should bo equipped with 
other weapons in addition to litigation, and urges the establish¬ 
ment of an agency to carry full responsibility for developing and 
applying the policj^ of competition. But Dr. Corwin Edwards 
concludes, no doubt rightly, that “ in spite of gaps in policy and 
difficulties in administration, the United States is foremost among 
nations of the world in reliance upon a policy of competition, in 
the extent of the laws with which it has supported that policy, and 
in the vigour and power of the administrative agencies created to 
apply these laws.” 

No review can do justice to the vast number of points so 
admirably and succinctly handled in the book. It is one 
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that should be read by all those interested in the control of 
monopoly. 

Ruth Cohen 

Neumhain College, 

Cambridge. 

T'he History of the Gas Light and Coke Company 1812-1949. By 
Stirling Everard. (London : Ernest Bonn, 1949. Pp. 
428. 636‘.) 

There arc alternative ways of writing the story of a corj)orate 
undertaking. This one is written primarily as a series of bio¬ 
graphical studies of the character and work of the successive 
Governors who controlled the Gas Light and Coke Company from 
its incej)tion in 1812 to its nationalisation in 1949. But behind the 
human figures w ho dominate this history the author sketches in 
the changing j)icture of what began as the first gas company in the 
world and finished as the largest. The human story is brightly and 
competently fold ; sufficient is revealed of the background to show 
in some detail what remains little-known teiiitory in our economic 
history. 

Tlie group of rnercliants and professional men who founded the 
“ Chartered (ias C()mi)any towards the end of Napoleon’s wars 
had to meet formidable jHoblems. Public gas supply was an 
unknowm teehnicpie, an entirely new commercial venture. The 
company had to translate the wild optimism of an inventive genius 
into a busin(‘8s enterprise, by trial and onor, experiment and 
improvisation. What was the best type of carbonising plant ? 
How could gas be jmrified effectiveh^ and conveyed safely into 
people’s homes ? What was the optimum size of unit in gas 
supply ? How’ should the accounts be kept ? How could gas 
charges be levied (and collected) before gas meters existed ? 
There w'ere problems, too, w hich are less immediately obvious in 
r€to)spect—for instance, how to find skilled mechanics in a 
London as yet untouched by the industrial revolution which had 
already transformed the Northern towns. And there was direct 
competition to be faced; for other gas companies, with or without 
statutory powers, wore soon laying their pipes in the same streets 
as those of the Chartered Company. 

By the middle of the century, however, competition was being 
replaced by local monopoly, subject to some degree of statutory 
regulation. Direct competition between public-utility under¬ 
takings, duplicating mains in each street and increasing the margin 
of unused capacity, is a text-book case of waste of resources, 
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where the consumer is better served by regulated monopoly. But 
this history reveals that, at any rate in the short run, gas tended to 
be cheaper under direct competition, and that the pressure to 
establish local monopoly came not from consumers or public 
authorities, but from the gas companies themselves. Did the 
consumer lose or gain in the end from monopoly in gas supply ? 

One way of ending direct competition was to buy out the 
competitors; this, from time to time, the Gas Light and Coke 
Company did. But long after local monopoly had been estab¬ 
lished, the same process of absorbing other undertakings con¬ 
tinued—between 1869 and 1884, for example, the business of the 
Company increased elevenfold, largely as a result of amalgam¬ 
ations—^and this form of expansion continued into the 1930s, 
when the Gas Light and Coke Company was supplying one-sixth 
of all gas sold in this country, serving 1^ million consumers 
between Windsor and Southend, and controlling thii’ty other gas 
companies through a holding comi)any. What were the motives 
behind this continued expansion ? Tlie search for greater profits ? 
The belief that size means strength or stability ? The pursuit of 
greater efficiency ? And did size yield gi*eater efficiency ? This 
book provides no answers, but it does give clues enough for further 
investigation. 

Barely a generation after direct competition was brought to an 
end in London’s gas supply the competition of electricity had to be 
faced—and grew increasingly severe over the succeeding years. 
The Gas Light and Coke Company deliberately avoided going into 
the electric-lighting business, as its contemporary companies in 
America, for instance, were widely doing. . Why ? The manage¬ 
ment seems to have combined enterprise—for instance, in starting 
public gas supply in the first place or, in later years, building the 
huge Beckton gasworks down the river, to supply London through 
great trunk mains—^with a certain conservatism—as in discourag¬ 
ing early consumers from using gas for purposes other than lighting, 
or in eschewing any venture into electricity supply. Was it that 
pohey was dominated by men who were first and foremost gas 
engineers ? 

Having, however, decided to keep all its resources in gas, the 
Company began to show outstanding energy in fighting the in¬ 
truder. Gas-lighting methods were improved, new non-lighting 
loads built up, the pre-payment meter adopted to tap new strata of 
demand, and the arts of publicity and service increasingly applied. 
Competition indeed proved, and has remained, the life of trade in 
gas supply. But in one direction the Company was not among the 
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pioneers. Electricity made great headway after the First World 
War by adopting promotional ’’ tariflFs, which have a justification 
both on the sides of cost and market conditions; the Gas Light and 
Coke Company left other undertakings to give the lead in respond¬ 
ing with promotional gas tariffs. Why ? Was it the engineers 
again? Or the accountants? 

The History of the Gas Light and Coke Company is a fascinating 
book, combining wit and scholarship. Perhaps it may encourage 
further studies of public-utility economics, for it prompts more 
questions than it answers. 

Philip Chantler 

London, 


The Economics of Agriculture, By R. L. Cohen. (Cambridge 
Economic Handbooks, London: Nisbet, and Cambridge 
University Press, New Edition, 1949. Pp. xii + 216. 65 .) 

In a short book on this subject, on which there are, in this 
country, comparatively few text-books of native origin and no 
established conventions as t o method of treatment, an author faces 
the i^roblem of allocating a restricted amount of space among a 
series of topics whicli compete for inclusion. He must decide 
whether to give the reader a theoretical exj>osition or an account 
of the economic organisation of agriculture, or in what proportion 
to blend these two ingredienls; and how far to mix them with an 
analysis of the concrete economic problems of the farming industry 
at different times and i)laces and with criticism of actual and 
possible measures of State policy. Whatever choice he makes, ho 
may encounter criticism from readers and reviewers who w^ould 
have preferred a. difierent emphasis. 

Miss Cohen’s book, which was first published in 1940 and now 
appears in a revised edition, is wTitten wdth j>rimary reference to 
British conditions, but it is intended, the author explains, “ to 
give some idea of the economic problems associated with agri¬ 
culture in all of the main types of farming in the world.” It is 
divided into three sections. A first group of chapters is concerned 
with agriculture under static conditions, and discusses the theory 
of diminishing returns in relation to intensity of production and 
localisation, the factors affecting the sizes of farms and of farm 
businesses, and agricultural marketing. Then follow chapters 
devoted to the adjustment of agriculture to changing economic 
conditions, and analysing the nature of supply and demand for 
agricultural products and the effects of seasonal, secular and 



THE ECONOMIC JOURNAL 


396 


[JUNE 


cyclical changes. The book ends with a critical survey of “ State 
Intervention in Agriculture.’’ 

Miss Cohen approaches the subject as an economic theorist. 
The task which she seems to have set herself is that of working out 
the application of elementary economic analysis to the special 
conditions of agriculture. Her book is an able and lucid study of 
this theme. The differences between agriculture and other in¬ 
dustries are explained, and the characteristic features of agri¬ 
culture, deriving from its dependence on matural processes, are 
shown to create a characteristic tyi)e of enterprise, standing in a 
characteristic relation to the rest of the economic system and with 
its own characteristic type of reaction t o economic changes. The 
familiar economic problems of the farmer are seen to depend 
mainly on the scale of his operations, his predominant use of family 
labour and on the nature of the demand for his principal products. 

This method of treatment naturally leads the author to give 
greater prominence, in much of her exposition, to abstract argu¬ 
ment than to concrete fact, and a reader whose eye is primarily 
on practice may be inclined to complain that she shows less interest 
in agriculture for its own sake than as the basis for an exercise in 
economic theory. He will, for instance, learn more about von 
Thiinen’s theory of agricultural localisation than about the actual 
facts of localisation in different pails of the world, and he will find 
more attention given to the economic factors theoretically affecting 
the size of farms and farm businesses than to the social and legal 
influences which he is told (p. 71) are often more important in 
practice. One of the most noticeable omissions is the absence of 
any systematic discussion of land tenure; a brief mention is all that 
is given (p. 69) to the long series of statutes on this subject which 
make up the greater part of the agricultural legislation of this 
country in the period before the First World War and to the not 
inconsiderable addition made to it by the latest Agriculture Act. 

To rectify these omissions would obviously have meant either 
a longer book or the exclusion of something else, and it is not 
obvious that any of the existing material could have been left out 
without disadvantage. But gn^ater attention to actual situations 
and concrete issues might, nevertheless, have enabled the author to 
illuminate a little more fully some of the problems with which 
her book sots out to deal. 

Most of what Miss Cohen has to say on questions of agricul¬ 
tural policy is contained in her final chapter. It is a wide field to 
cover in one single chapter, and the task does not seem to have been 
made easier by the attempt to incorporate the revisions necessary 
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in order to bring the disciission up to date without modifying the 
original framework of the chapter. The reader is given an analy¬ 
tical summary which sorts out and classifies the different kinds of 
things Governments may try to do in relation to agriculture, but 
there is no general picture of the whole complex of measures of 
which British agricultural policy, either before or since the war, has 
been made up. The treatment is somewliat abstract and con¬ 
densed, and the reader who turns to this chapter for a discussion, 
in the context of current experience, of such problems as those of 
guaranteed prices and consumer subsidies, may feel some dis¬ 
appointment when he reads (p. 209). “These are complicated 
questions into which we cannot further enter here.” 

A fuller treatment of these problems would probably have made 
the book welcome to a wider public. As it is, however, it will 
certainly remain an excellent text-book for sturlents and specialists, 
for wdiom, presumably, it is primarily intended, and among whom 
the reputation of its first edition is already firmly established. 

E. F. Nash 

University College of Wales, 

Aberystwyth. 

Readings on Agricultural Policy. Edited by 0. B. Jbsness; 
sponsored by the American Farm Economic Association. 
(Philadelphia : The Blakeston Company, 1949. Pp. xi -f* 
409. $4-75.) 

These articles on agricultural policy have been drawm largely 
from the Journal of Farm Economics, from Post-war Agricultural 
Policy, prepared in 1944 by the Committee on Post-war Policy of 
the Association of Land-Grant Colleges and Universities, and from 
The Farm Policy Forum, published in 1948. 

The collection is divided into four jiarts. First come five 
background articles, all, except the first, of a somewhat popular 
sort. The second part, on x>riee and iHoduction adjustment, 
occupies nearly 200 out of the 440 pages of text. It begins with 
a useful summary of agricultural policy between the w^ars by Dr. 
Chester C. Davies, and continues wdth a great many articles which 
mainly either criticise the method of helping farmers by aiming at 
“ parity jirices ’’ achieved by production restriction, or suggest 
alternatives. Most of the articles make sensible suggestions; 
many of them are well put. But most were written without 
regard to the others; and many of the same points are made over 
and over again. This is not the fault of the authors, who were not 
writing for this collection. The Editor, I feel, has included too 
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many similar articles. The third part, on international trade and 
relations, contains articles which, although written between 1945 
and 1948, are already somewhat dated. This applies far less to 
the last article in this section, which contains a useful historical 
summary by Drs. Edward Cl. Gale and Oscar Zaglits of the partici¬ 
pation of the U.S.A. in inter-Clovemmental commodity-control 
schemes. The last part, called Land and Rural People, is mainly 
devoted to problems on the ownership and use of land; one, by 
Dr. L. C. Gray, provides a valuable summary of the problems 
facing the United States in thi.s field, and how they are being dealt 
with. But it also contains a few articles on the problems of farm 
workers and of rural people generally. That from Family Farm 
Policy includes some useful statistics and a good brief summary qf 
desirable measures. The remainder are very slight. 

This collection will not be a.s valuable as those made for the 
American Economic Association and also published by the Blake- 
ston Company. Many of the articles are too short, and often too 
topical and popular to bear reiuinting. In parts, also, there is a 
great deal of repetition. The earlier Blakeston collections weie 
more theoretical and more solid. On such a topic as agricultural 
policy it is difficult to produce a volume of articles written at 
different times, for different audiences, which does not appear 
rather slight. 

Ruth Cohen 

Neionham College, 

Cambridge. 


The History and Social Influence of the Potato. By Redcliffb 
Salaman, M.D., F.R.S. With a chapter on Industrial 
Uses by W. G. Burton. (Cambridge : University Press, 
1949. Pp. xxii 685. . 506 '.) 

It is as though George Meredith had been summoned from 
the shades to write a romance Solanum Tuberosum, or The Amazing 
Tuber. “ You see,” said Mrs. Mountstuart, “ it has an eye.” We 
drive at it from every angle, archseological, literary, scientific 
and economic, and beginning with devil-w^orship—devils of the 
Brazilian forest we fiind surcease in alcohol. Archaeology subserves 
anthropology, literature is supported by art with van Gogh’s 
” Potato Eaters ” for frontispiece, the scientific team includes 
herbalists and botanists, chemists and dieticians. The economist 
supplies theory and statistics—and history, hundreds of pages 
of this last. It is a rich feast, with its thirty-one plates, 105 
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figures, anal 3 rtical index and indexed bibliography, and it is 
inscribed to the memory of Sir Daniel Hall. 

The book divides half-way, the first half being mainly scientific, 
the second mainly economic; and in the former I found two 
chapters of outstanding interest. Chapter 8 Names and Aliases, 
and Chapter 10 Potato Varieties (with its account of the various 
potato diseases). We all eat bread, and next to none of us have 
grown it. We all eat potatoes, and most of us raise them, being 
conscious at first hand of this season’s shortage and last season’s 
glut. When harvested, they need no processing—were tobacco 
in the same case, the budget would be fatally unbalanced. 

The name of the potato among the Incas of Peru was papa, 
and as such the root was taken by the Spaniards to Europe, but 
there it had to be dropped because it competed impiously with 
Papa, the Pope. England ended with “ potato ” from batata, 
the sweet potato, a native of the West Indies, with which it was 
confused. When the American colonists introduced Solarium 
Tuberosum from the British Isles, they called it Irish potato. 
Germany arrived at Kartoffel via cartoujle (Fr.) tartuffo (Ital.) 
(== truffle or earth testicle). The elegants of Paris found the 
new root gross, and at first named both it and the Jerusalem 
artichoke Topinambovr, after a captured Brazilian warrior; 
then leaving this name to the artichoke, France adopted ptmme 
de terre for tlie potato, from the Dutch Erd^appcL Being a very 
common food it had a variety of nicknames e.g,, pratie (from 
2)atata) and tater, Murphy, cf. Paddy, or was one Murphy a 
particularly successful grower ? and spud from the digging fork 
(cf. spade). In the Slavonic countries it was named after the 
Greek ^vX^os. 

The potato, since it would grow at a great altitude, helped 
the aboriginals across the Andes; but though undoubtedly its 
provenance is the Andes, it is in dispute whether it came to 
Europe from the North or South of the mountain chain. Russian 
scientists for botanical reasons urge the latter ; our author, 
however, contends that the time factor is against this view, and 
thinks that potatoes of the Chilean type may have reached the 
Spanish Main via Venezuela and been taken thence to Europe. 
What is certain is that the potato was new to Europe but known 
in Spain as early as 1570. Professor Earl Hamilton has found 
mention of potafe> purchases by the Hospital of Seville for 1573. 

In Chapter 10 Dr. Salaman speaks with special authority. 
For the i)otato is not only his hobby but his profession : to the 
fight against potato disease he has devoted his life. Chronologically 
No. 238 —^VOL. LX. o 
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the story runs thus. About 1775, with the agricultural revolution 
in spate, the appearance of leaf curl, a virus disease; followed 
in 1845-46 by the pandemic blight phyiopthora infeatanSt which 
wrecked Ireland; followed at the close of the century by a new 
enemy, wart disease. Plant breeders and seedsmen, assisted 
finally by laboratory research, made headway by selecting 
varieties resistant to the several diseases, but all in turn fell down. 
Either they succumbed to curl or proved susceptible to blight or 
collapsed before a new enemy 

The reply of modern science has been as follows. Against 
wart disease, a fungus, a pest-control inspector discovered an 
immune variety, which was tested out on the trial grounds of 
John Snell in Ormskirk, Lancs. The Potato Synonym Committee 
(with which our author was connected) continued the work, 
obtained the removal of numberless pseudonyms “ with help 
from leading seedsmen and bitter opposition from the trade,’' 
and required for every new variety a certificate of resistance to 
wart disease. Mendelian-trained botanists with enlightened 
Government support, accomplished the job. 

Against potato blight, also a fungus, blight-resistant varieties, 
bred at Barley, the author’s home, were transferred in 1926 to 
the Potato Virus Research Institute at Cambridge, which he 
directed. Resistant types were bred from wild varieties 
hybridised with domestic stocks. But this was just one part 
of the battle front, and work once done was not done for ever. 
New biot 3 rpes of fungus appear, which have to be studied and 
countered. 

Leaf curl, a virus, was originally regarded by seedsmen as 
degeneration; science has shown it to be an infection by a minute 
germ called a virus. With wart or blight fungus you can select 
infection-free tubers, but in curl all the tissues of the plant are 
infected. It is a dual battle against the carrier green-fly and 
its infected food. The goal is a virus-free stock, raised on aphis- 
free land. An approach to this has been found in Islay, a w^estern 
Isle of Scotland, happily located between Northern Ireland and 
the Scottish Highlands. Curl reduces the yield by 10-20%, 
and therefore the value of pure stock is two fold—^it releases 
good land for other uses, and it opens up the possibility of a large 
export trade in virus-free stock. 

But there are two new enemies : the Colorado beetle, which 
can now be air-borne, and eelworm, against both of which science 
is deploying its resources. The potato, says our author at this 
point, is worth fighting for because it responds so well to treat- 
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ment. “ The prominent position which it has made in the lives 
of the people, is due as much to the inherent plasticity of the 
species, as to man's ingenuity in making use of it." 

At Chapter 11 Dr. Salaman turns economic historian, and 
writes as such till nearly the end. There are chapters on Ireland, 
century by century; chapters for Scotland, the Highlands and 
Lowlands; chapters for England and Wales, with short chapters 
also on St. Helena, Tristan da Cunha and Jersey. Ho might 
have taken us through Europe, country by country, but he has 
mercy on us, and contents himself with the statue of Sir Francis 
Drake, ‘‘ who spread the use of the potato in Europe a.d. 1580 " 
in Offenberg, Baden, which the Nazis pulled down in the late 
war. 

The broad idea of his liistory is quite clear. In some countries, 
outstandingly Ireland, the potato was the instrument of domina¬ 
tion, exploitation and disaster. In others, such as the Scottish 
Lowlands, Lancashire and Jersey, it was a valuable cash supple¬ 
ment in an enlightened rural econom}^ His feeling for Ireland 
is exj)res8ed in the sentence ‘‘ There are peoples, of which the 
Irish and the Jews are outstanding examples, the major part of 
whose long history is a record of suffering and tragedy "; and 
he is determined to prove his thesis to the hilt. I tliinlc ho does, 
but at the expense of balance, and by tlie inclusion of much 
extraneous matter, provided only that it includes an Irish wrong. 
I think he would regard it as wicked to suggest that a recklessly 
breeding country was rather fortunate in havdng as neighbour 
an Industrial England, which provided a good market for its 
provision and good jobs for its navvies, and superlatively fortunate 
in having across the ocean a land of refuge with unbounded 
oi>portunities. Sometimes I feel the author, in his effort to get 
Ireland right, gets England wrong, “ At the time of the Union 
(that is, 1800) about nine-tenths of the Irish population was 
subsisting almost entirely on a single source of food, the potato, 
whilst at home in England the working-classes w^ere a meat- 
eating people who insisted on wheat bread and beer. . . . Neither 
Irish farmer nor peasant had any security of tenure, a benefit 
which the unwritten custom of centuries had secured for the 
English." His picture is too fair for England, and too black for 
Ireland. For surely neither Lord Palmerston nor Lord 
Castlereagh were landlords of the type wdiich he chastises. 

I confess that I was relieved when towards the end of the 
book he turned to other things : to implements, the statistical 
relation between potato and bread consumption, war-time 
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allotments and, a charming finale, The Potetto in the Realm of 
Art. When the mahogany dining-table came into fashion, 
there had to be dish-rings to keep the potato from staining the 
table. ‘‘ Hot Potatoes, buy my Hot Potatoes.’’ You did, if you 
were escorting a lady, in order that she might put them in her 
muff to keep her hands warm. I remember as a young man 
walking in Switzerland through a field of beautiful flowers, 
without knowing that they were potatoes. Still less of course 
did I know that in order to popularise the potato ** Louis XVI 
accepted a bouquet of potato blooms from Parmentier, and Marie 
Antoinette wore one in her hair.” 

In the index to the Wealth of Nations potatoes is the entry 
preceding Potosi, but I was wrong in expecting that whatever else 
might be omitted by Dr. Salaman, this quotation at least would 
figure at full length. The chairmen, porters, and coal heavers in 
London, and those unfortunate women who live by prostitution, 
the strongest men and the most l)eautiful women i)erhaps in the 
British Dominions, are said to be, the greater pait of them, from 
the lowest rank of people in Ireland who are generally fed with this 
root.” {Wealth of Nations, Bk. 1 , Ch. XI, Pt. II. Ed. Cannan, 
Vol. I, p. 162 .) It was not, I suggest, from fear that Adam Smith 
advocated the Union. 


Cambridge. 


C. 11. Fay 



NOTES AND MEMORANDA 
OBITUARY 

Dr. J. N. Keynes (1852-1949) 

Dr. John Neville Keynes was born at Salisbury on August 
31, 1852, to John Keynes and his wife Anna Maynard Neville. 
The Keynes family came originally from Normandy, and the 
name is said to be derived from that of a place called Cahagnes in 
that province. Dr. Keynes’s father inherited a manufacturing 
business, but early relinquished it to his brother and developed a 
line of his own in scientific floriculture. In this he won a high 
reputation, and near the end of his life became Mayor of Salisbury. 
Among the neighbours and friends of the family were the Fawcetts, 
and Henry Fawcett (whose father William had founded a drapery 
business in the town) was influential in persuading John Neville 
Keynes’s parents to allow him to embark on an academic career. 

After studying at University College, London, Keynes entered 
Cambridge University as a member of Pembroke College. He 
took the Moral Sciences Tripos, which then included political 
economy, and was Senior Moralist in 1875. In 1876 he became 
Fellow of Pembroke, and in the same year Fellow of University 
OJlege, London, In the course of his fellowship he filled the 
office of Bursar at Pembroke. 

In 1882 Keynes married Florence Ada, daughter of the Rev. 
Dr. John Brown of Bedford. His wife, who survives him, has 
played a prominent part in the municipal life of Cambridge, has 
been mayor of the town, and has published, in 1947, a most in¬ 
teresting book of studies entitled By-ways in Cambridge History, 
(I have to thank Mrs. Keynes for her kindness in giving me 
information and answering my questions about incidents in the 
life and work of her husband which are not on pubhc record). 

Shortly after his marriage Keynes and his wife moved into 
the house, 6 Harvey Road, which he had built. There he spent 
the rest of his life, and there Mrs. Keynes still dwells. The 
original wall-paper (one of Morris’s) remains on the walls of the 
dining-room, little the worse for its sixty-eight years of wear. 
The Keyneses had two sons and one daughter. It is needless to 
enlarge here on the splendid gifts and the manifold practical and 
theoretical achievements of the eldest son, John Maynard, who 
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became Baron Keynes of Tilton. The younger son, Geoffrey, a 
distinguished surgeon, is well known to another circle as a biblio¬ 
grapher and authority on the works of William Blake. The 
daughter, Margaret, married the physiologist Professor A. V. 
Hill. Intellectual distinction persists in the next generation, for 
two grandsons are numbered among the younger Fellows of 
Trinity and one among those of King’s, and all three appear to be 
on the threshold of brilliant scientific careers. 

Keynes’s activities at Cambridge were a mixture of teaching, 
research, and administration, all performed with great thorough¬ 
ness and efficiency. In Keynes’s early years at Cambridge 
G. F. Browne, afterwards Bishop of Bristol, was working at a 
scheme for local examinations and lectures under the auspices of 
the University. Keynes worked with Browne, and succeeded him 
as Secretary to the Local Examinations and Lectures Syndicate 
when an ecclesiastical appointment took Browne away from 
Cambridge. Keynes was university lecturer in Moral Science 
from 1884 to 1911, Chairman of the Special Board of Moral 
Sciences from 1906 to 1912, and Chairman of the Special Board of 
Economics and Politics from 1908 to 1920. He became Registrary 
of the University in 1910, and held that office until 1925. Before 
his appointment as Registrary he had already acted as Secretary 
to the Council of the Senate. After his retirement, at the ripe 
age of seventy-three, he enjoyed another twenty-four years of 
mental and physical health and hai)piness, paying until 1939 
frequent visits to the Continent, where he made an extensive col¬ 
lection of the butterflies of Central Europe. Until an advanced 
age ho played golf, often with his friend and colleague in moral 
science, the late Professor Sorlej^ He was interested to the last 
in liis veiy fine collection of stami^s. 

Keynes was actively involved in the proceedings which led 
to the separation of economics from moral science at Cambridge. 
These began with the presentation to the Council of the Senate 
of a memorial, signed by 131 prominent members of the Univer¬ 
sity, asking for the appointment of a Syndicate to inquire into 
and report on the best means of enlarging the opportunities for 
the study in Cambridge of Economics and associated branches of 
Political Science. Keynes’s name is not among the signatories; 
but, when such a Syndicate was appointed in May 1902, he was 
one of its members. The Syndicate reported on March 4, 1903, 
recommending the foundation of an Economics Tripos, and Keynes 
signed this report. On October 21, 1903, the General Board 
issued a report recommending the establishment of a Special 
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Board for Economics and Politics. Keynes was appointed to 
this new Board on June '13, 1906. The first examination in the 
Economics Tripos was held in the Easter Term of 1905, and Keynes 
was an examiner then and again in 1907. 

Keyneses most important contributions to knowledge were in 
formal logic and in the logic and methodology of economics. 
His Studies and Exercises in Formal Logic was first published in 
1884. In its original form it contained 414 pages, but it was 
revised and enlarged in successive editions and contains 548 pages 
of a larger format in the fourth and final edition of 1900. It soon 
became a standard text-book, and it has been reprinted in recent 
j^ears. 

It is an extremely good book, far and away the best wliich 
exists in English on the old-fashioned formal logic and its main 
developments in the nineteenth century. Keynes settled a 
number of ancient and troublesome controversies by drawing the 
necessarj^ distinctions and embodying the results in clear defini¬ 
tions. In this respect his contributions to the discussion of con¬ 
notation and of existential import and liis distinction between 
what he called conditional ” and hypothetical ’’ propositions 
were particularly valuable. Another admirable feature of the 
book is the treatment of logical diagrams, with its clear recognition 
that Euler’s diagrams have certain existential implications which 
need to be made explicit if fallacies arc to be avoided. In this 
connection Keynes showed that, except in the case of the universal 
negative proposition, an alternation of several of Euler’s diagrams 
is needed to cover precisel}^ the amount of knowledge and ignor¬ 
ance expressed by each of the four standard forms A, E, I and 0. 
The extreme clumsiness of this system for diagrammatic illustra¬ 
tion of the various moods and figures of the syllogism then 
becomes jjainfully apparent. 

In the first edition of Studies and Exercises the last Part, 
consisting of 125 pages, is devoted ton treatment of the logic of 
complex propositions,” f.e., propositions which are in the A, E, 1 
or O form but whose subjects and/or predicates are (in the most 
general case) disjunctions of conjunctions of simple terms and 
their contradictories. In the latest edition this topic is relegated 
to a long Appendix, but it remains an important part of Keynes’s 
contribution to formal logic. The problem had been treated in 
England in various ways by de Morgan, by Boole and by Jevons, 
and in Germany by Schrftder, and Keynes was, of course, well 
acquainted with their work. His originality consisted in devising 
and clearly formulating simple, elegant and powerful methods of 
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treatment, which involve no technical mathematics and depart to 
the least possible extent from the traditional logic of ‘‘ simple ” 
propositions. 

A great merit of Studies and Exercises is the vast number of 
interesting and ingenious problems and theorems in formal logic 
which it provides as practice for the student. Very many of 
these are marked “ K,” and these were devised by Keynes himself. 
The only rivals to them are the numerous examples marked 
‘‘ J.’' These are due to that very great Cambridge logician 
W. E. Johnson of King’s. Keynes always received and always 
generously acknowledged great help and inspiration from Johnson. 
In this connection I cannot resist quoting from a letter which I 
received from the late Lord Keynes soon after Johnson’s death 
in 1931 : 

‘ He used, when I was a child, regularly to lunch at Harvey 
Road with my father; I should think almost once a week. 
My father was then writing his book on logic, which would 
frequently be a matter of conversation and discussion. 
They seemed to me in those days to sit endlessly over the 
meal, and I would be in a fidget to be allowed to get up and 
go-’ 

When Keynes became Registrary Johnson took over from him 
the task of lecturing on Logic for the Tripos. 

Keynes’s one book on Economics, The Scope and Method of 
Political Economy, was publisheddn 1890, and went into a second 
edition in 1897. My opinion on points of economic detail would 
be of no value, but, speaking as an interested outsider, I may say 
that the book seems to me to have the characteristic merits of 
Keynes’s logical writings. It replaces vagueness and muddle, 
which had led to long-continued and profitless controversy, by 
clearly drawn and defined distinctions. The two conceptions of 
economics as a positive, abstract, deductive science, on the one 
hand, and as an ethical, realistic, inductive science, on the other, 
are clearly distinguished and discussed in the Introduction. Then 
a valuable distinction is drawn between economic uniformities, 
economic ideals, and economic precepts, and in the light of this 
the relation of political economy to morality and practice is fully 
discussed. In the next two chapters Keynes considers the nature 
of economics as a positive science and its relation to general 
sociology. After a chapter on the nature and limitations of 
definitions in political economy there follow three chapters on 
method, one on the method of “ specific experience ” generalised 
inductively, one on the deductive method, and one on symbolical 



1950 ] 


OBITUARY : DB. J. N. KEYNES 


407 


and diagrammatic methods. Next comes a chapter on the 
relation of political economy to economic history, with a valuable 
appendix on the limits of the validity of economic doctrines. 
The book ends with a chapter on the use of statistics in economic 
inquiries, followed hy a note on the main precautions needed in 
using statistics in economic reasoning. Keynes’s book probably 
remains to this day the most important contribution made by an 
Englishman to a topic which has been much neglected in this 
country, though cultivated intensively by German economists. 
Unfortunately, both of Keynes’s books are at present out of 
print. 

Keynes supplemented this book by contributing a number of 
important articles on allied topics to Palgrave’s Dictionary of 
Political Economy, His main interests are well shown by the 
following iitles : Analytical Method, A posteriori Reasoning, A 
priori Reasoning, Deductive Method. He corresponded frequently 
with Palgrave, and a considerable niimber of Palgrave’s letters to 
him survive among his pajiers. 

The large and distinguished congregation at the memorial 
service in Pembroke College Chapel, and the moving brief address 
by the Master, bore witness to the affection and respect in which 
Keynes was held. It was a fitting tribute to an eminently useful 
unpretentious life of clear, honest thinking and hard efficient work 
in the service of science and of the Universitj^ of Cambridge. 

C. D. Broad 


Trinity College, 
Cambridge. 


Professor Pigou adds the following personal recollections of 
Dr. Keynes :— 

I have two principal memories of Dr. Keynes, first as having 
examined with him in the early days of the Economics Tripos, 
secondly as having sat on the Economics Board for a number of 
years under his chairmanship. 

The first time I examined, as a very nervous recruit, Dr. 
Keynes was chairman of the examiners, and I corrected some 
papers along with him. I remember feeling very shaky about 
my placings and a great sense of relief when I found that they 
agreed substantially with his. He had what, I imagine, was a 
very unusual method of dealing with examination papers. He 
would siilit them up, reading everybody’s answers to the first 
question separately, mark them, and then go on to treat all the 
other questions in the same way, I don’t know whether even he 
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would have found this method practicable with the present 
enormous number of candidates : but in those days the Economics 
Tripos was very small. Nobody working with him could have 
failed to be impressed with liis carefulness and fairness. 

When Marshall retired from the professorship, Ward, Master 
of Peterhouse, became chairman of the Special Board of Econo¬ 
mics and Politics for a few years. Dr. Keynes succeeded him in 
1908, and continued to preside over a very youthful Board until, 
to everybody’s extreme regret, he insisted on resigning in 1919. 
I always think of him as far and away the best chaiiman I have 
ever had to do wdth. Perfectly courteous and always completely 
unruffled, his mere presence seemed to prevent pointless loquacity; 
so that everything went through smoothly and all with surprising 
speed. I personally owe him a very great deal for lielp and 
guidance in the days when I was the youngest professor in the 
youngest tripos. 

A. C. PiGOU 

King's College, 

Cambridge, 


Clara E. Collet (September 10, 18G0--Aitgitst 3, 1048) 

In the account of the Society’s Jubilee (Economic Journal, 
1940, p. 403) it was stated that, of the two hundred persons present 
at the meeting (November 20, 1893) to found the Economic 
Association,” ‘‘ sixty-threo were already sufficiently distinguished 
fifty years ago to be particularly mentioned by name.” Clara 
Collet was one of eight of these who survived in 1940; her death 
reduced the number to three.^ Miss Collet alone can claim that 
she has contributed both to our first and our fiftieth volume.” 
In the first she wrote on Women's Work in Leeds, in the fiftieth an 
obituary notice of Henry Higgs. 

It is not necessary to discuss whether Miss Collet was primarily 
economist, statistician or Civil Servant, for she states (R,8,8, 
Journal, 1945, p. 483) that in 1885 she began to describe herself 
as a ‘‘ student of social conditions.” Her subsequent career 
showed how the student developed into an investigator, into the 
principal authority on women’s occupations, and into a reformer, 

Clara Collet was educated at the North London Collegiate 
School, soon after leaving which she became an, assistant mistress 
at Wyggeston Girls’ School, Leicester, and held that post from 
1878 to 1885. In 1883 she began to study Political Economy for 


1 One only since the deaths of Dr. J. N. Keynes and Dr. L. L. Price, 
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the London M.A. in Philosophy. It is not clear what aroused her 
interest in the subject. She was reading Adam Smith, J. S. Mill 
and Ruskin, and heard a lecture on ‘‘ Art and Socialism ” given 
by William Morris in Leicester in January 1884. It wsis in this 
period that the ferment of socialism was stirring in England; 
when I myself was at Cambridge, 1888-92, the Ruskin v. Mill 
(one-sided) controvei'sy, Henry George’s Progress and Poverty^ 
William Morris’s News from Nowhere, Bellamy’s Looking Back¬ 
ward and Llew^ellyn Smith’s Story of the Dockers Strike of 1889 
weie the subjects of much undergraduate discussion. 

Returning to London IMiss Collet attended Professor Foxwell’s 
lectures among others at University College, and took her M.A. 
degree in 1885—the first woman graduate in political economy she 
would say. Evidently she became acquainted with the grouj) of 
men and w'omen actively interested in social problems at that 
time. In 1890 she was instrumental in founding the Economics 
Club, w'liich for many years held monthly meetings at University 
College; here economists and Civil Servants (Eoxwcll, Edgew^orth, 
Marshall, Higgs, Hawtrey and others) read jjapers, which were 
follow^ed by stimulating discussion, and often expanded and pub¬ 
lished. The Club now meets at the London Scliool of Economics. 

Meanwliile, as early as 1880, Miss Collet began to lake part in 
Charles Booth’s survey of Life and Labour of the People in London, 
and was thus associated with the notable team of investigators 
that included Beatrice Potter, Llewellyn Smith and other wdi- 
known names. She wTole on women's occupations wdth the 
accuracy, lucidity and economic background that distinguished 
all her work. Her subject had special importance at a time w^hen 
much attention was given to the “ sweated industries,” and the 
sequel at a later date w as the establishment of Tiade Boards and 
minimum wages in industries wheie wages were exceptionally 
low, with w'hicli she was concerned as an official of the Board of 
Trade. 

In 1893 the Labour -Department of the Board of Trade was 
established with Llewellyn Smith as Labour Commissioner and 
Miss Collet as Chief Investigator for Women’s Industries. Till 
her retirement from the Ministry of Labour in 1920 her work w as 
mainly anonymous, though at least two repoils appeared over her 
signature and she contributed some articles to the Economic 
Journal and to the Royal Statistical Journal. But she was a 
member of the Councils of the Royal Statistical Society (1919-35) 
and of the Royal Economic Society (1920-41) and of various 
committees of enquiry. Throughout her active life it was to her 
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that one naturally turned for help, if one Was concerned with any 
problem of women’s work or wages. After her retirement she 
contributed to the New Survey of London Life and Labour a 
chapter on Domestic Service, 1930, still working with Sir H. 
Llewellyn Smith. 

Miss Collet’s interests were by no means confined to economics 
and statistics : for these reference may be made to her articles, 
partly autobiographical, entitled Charles Booth, the Denison Club 
and H, Llewellyn Smith {Royal Statistical Journal, 1945, p. 482) 
and Henry Higgs (Economic Journal, 1940, p. 546) and to the 
obituary notice in the Royal Statistical Journal, 1948, p. 252. In 
1936 she retired to Sidmouth with her brothers, and interested 
herself among other things in the history of her family; editing * 
the tales of Joseph Collet, circa 1917, and John Collet; the last- 
named appeared in 1948 as The Letters of John to Eliza, a Four 
Years' Corresp&rvdence Course in the Education of Women, 1806- 
1810. 

A. L. Bowley. 


CURRENT TOPICS 

By the death of Dr. L, L. Price on February 26, 1950, the 
Society has lost one of its few remaining links with its earliest 
years. His name appears as Honorary Secretary in the list of 
the first Council, printed on page 1 of the first issue of the 
Economic Journal. He remained one of the Honorary 
Secretaries continuously until his death. We hope to print an 
obituary notice in a forthcoming issue. 


We record with great regret the death of Professor P. Barrett 
Whale, Brunner Professor of Economics in the University of 
Liverpool and a valued member of the Council of the Royal 
Economic Society. We hope to print an obituary notice in a 
forthcoming issue. 


The death is reported of Dr. J. A. Bowie, lately Principal of 
the School of Economics, Dundee, and well known as a writer 
and teacher on problems of industrial administration. 


Sir James Hight, for very many years correspondent of the 
Society in New Zealand, has, to our regret, resigned from that 
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position after his retirement from active teaching work in 
Canterbury University College, Christchurch. 


Professor F. A. Hayek, who has been appointed to a Chair 
at Chicago, has, to our great regret, resigned from the Council of 
the Society as well as from the Tooke Professorship of Economic 
Science and Statistics, which he held at the London School of 
Economics. 


Professor L. Robbins, Honorary Secretary, writes as follows : 
The Society will wish to offer its warmest congratulations to its 
Secretary, Mr. Austin Robinson, who has recently been elected 
to a newly established Professorship of Economics in the University 
of Cambridge. This Chair is additional to the Chair of Political 
Economy held by Professor D. H. Robertson, President of the 
Society. 


The C/ouncil of the Royal Statistical Society offer the Frances 
Wood Memorial Prize, value £30, for competition in 1950. The 
Prize is offered for the best investigation, on statistical lines, of 
any problem bearing directly or indirectly upon the economic 
or social conditions of the people. Competitors, who must be 
under the age of thirty years on January 1, 1950, but need not 
be Fellows of the Society, will choose their own subjects, but it is 
believed that original observation or analysis made in the course 
of the writer’s ordinary work or special research will afford useful 
material for papers. Essays must be sent to the Honorary 
Secretaries of the Royal Statistical Society, 4 Portugal Street, 
W.C. 2, not later than December 30, 1950, from whom possible 
candidates should obtain fuDer information regarding the 
conditions of entry. 


The following have compounded for life membership of the 
Royal Economic Society :— 


Clark, Colin. 
Cosmas, A. P. 
Dorfman, Prof. J. 
Goodwin, R. M. 
Graaflf, J. de V. 


Holt, D. 

Laing, J. 

Leser, C, E. V. 
McCollin, E. S. J. 
Mollett, A. L. 


Pesmazogulu, Dr. 
J.S. 

Sturch, N. L. 

Wymer, E. A. 

Yu, K. H. 
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The following have been admitted to membership of the 
Society ;— 


Adams, P. F. 
Aggarwala, K. C. 
Appleton, S. D. 
Ares, R. D. 
Arumugam, P. S. 
Asher, J. C. 
Aurora, J. R. 
Ayyar, K. L. V. 
Bailey, J. A. 
Balani, M. T. 
Balderston, W. S. 
Bardgett, W. E. 
Barnes, L. W. C. S. 
Barros, J. M. M. 
Bartholin, P. 

Bath, A. A. 
Beckett, D. W. 
Beckwith, B. P. 
Benson, E. W. 
Benidt, R. 

Bhat, K. S. H. 
Bhutta, P. H. 
Binhammer, H. 
Black, B. (J. 

Black, 0. 

Bloch, S. 

Boddy, Prof. F. M. 
Booto, R. E. 
Brooks, R. H. 
Burgin, S. F. 

Bury, G. T. 
Butterworth, N. 
Cabell, M. E. 
Chakraverty, D. N. 
Chartrey, W. L. D. 
Chce, d K. 
GheonofiF, B. 
Chellew, P. P. 
Chomchai, P. 

Chye, S. G. 


Clark, L. J. 
Clarke, T. 

Clifton, P. 

Cole, A. V. 
Copeman, G. H. 
Cottrell, H. C. 
Cowan, E. A. 
Crapper, C. 
Crawh)rd, J. C. 
Crawley, 1>. 
Dakin,‘E. F. 
Dalai, S P. 

Dale, D. A. 

Dales, J. H. 

Dam, N. 
Dempster, W. 

De Meo, Prof. G. 
Desai, T. G. 

Do Silva, M. M. E. 
Douglas, E. G. 
Duhaut, H.,R. 
Ekserdjian, N. M. 
Elsdon, F. 

Fallows, D. R. 
Feld, Dr. H. N. 
Finch, C. C. 

Fisher, M. R. 
Foley, M. D. 
Forrest, Mrs. C. V. 
Fourie, A. 
Franklin, D. 
Gander, R. S. 
Georgiades, L. P. 
Ghosh, D. 

Ghosh, K. P. 
Goldstrom, F. 
Gordon, W. C. 
Gowland, S. J. 
Griffiths, M. J. 
Grimley, P. 


Gunaratne, H. D. 
Gupta, D. 

Hall, J. 

Hall, M. 

Hall-Johnson, A. S. 
Hamilton, J. H. 
Hanlunson, E. 
Hanley, J. 

Hams, Alan. 
Harris, R. 

Hashmi, A. A. 

Hill, H. 

Hirsch, VV. Z. 

Hirst, S. 

Hollies, R. J. 
Holmes, E. C. 
Hopkin, W. A. B. 
Hourston, C. H. 
Howard, R. S. 
Hunt, J. L. A. 
Husain, R. A. 
Hussain, Q. S. A. 
Hutchinson, W. B. 
Jacques, M. H. S. 
Jaitly, P. L. 

Jaques, D. 

Jaswa, B. K. 
Jefferson, W. L. 
John, M. I. 

Johns, A. 

Johnston, J. 

Jones, J. D. 

Jones, J. G. 
Kaluaratchi, A. W. 
Kamaraju, V. 
.Kapuwatte, H. B. 
Khoo, K. E. 

Khosla, L. R. 
Kirton, R. J. 

Kitto, R. F. 
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Kohli, A. C. 
Kruisinga, H. 
Kulkami, Prof. K. 11. 
Lagan, D. F. 

Lajda, M. 

Lanner, J. L. 

Lecht, Prof. L. A. 
Leong, G. K. 

Levy, D. J. 

Lewis, D. 

Love, T. 0. 

Lyne, L. 8. 
McClughan, H. K. L. 
McDonald, E. H. 
Macintosh, K. M. 
McKenzie, Prof. L. W. 
Mackintosh, W. H. 
McLamoy, J. P. 
Maliendroo, V. N. 
Maldahiar K. K. 
Manolcscuo, J. W. 
Markicwdcz, W. L. T. 
Marron, F. J. 

Mansh, S. H. 

Marten, Prof. A. 
Mathur, B. C. 
Mathur, S. B. L. 
Matthews, R. L. 
Mehta, B. H. 

Mehta, 11. C. 

Menzies, J. G. 
Merchant, H. F. 
Milligan, J. G. C. 
Milton, A. H. 
Mitchell, B. E. 
Morrisey, F. 

Musvy, S. M. M. 
Naik, V. P. 

Nayar, V. G. K. 
Niyogi, S. P. 

Oliver, H. 

Oliver, R. W. 


Osborne, F. R. 
Oyebola, S. O. 
Pantal, S. S. 

Parkcs, B. 

Parlane, W. F. 
Phelps, Prof. C. W. 
Philipi)ides, C. M. 
Phillijis, G. D. 
Pinedo, F. 
Polyzoides. A. T. 
P(jtts, P. G. 

Powicke, J. 0. 

Pratt, F. R. 

Proctor, N. 

Rahman Gani, H. H. 
Raj, S. A. 

Randliava, B. S. 
Rawliiw, 1). F. 
Rawlin.son, F. 
Raw'lin.son, G. 
Reynolds, R. N. 
Riehard.son, N. 
Rol)ert.s, F. H. 
Rokert.s, W. D. 
Robertson, 1). J. 
Robson, P. 

Robson, R. 

Rodrigo, N. L. 

Ro.se, J. 

Ro.se. R. J. 

Rosemall, C. A. 
Rosen, A. D. 
Rowbotham, T. W. 
Rozental, A. A. 
Rnggles, Miss N. D. 
Saboya, J. S. 

Salam, S. A. 

Schloss, Prof. H. H. 
Schuller, G. J. 
Schwarz, R. P. 
Schwier, Mrs. J. F. 
Scott, M. F. G. 


Senior, G. 

Sevortson, D. 

Shah, F. A. 

Shah, N, H. 

Shah, S. M. H. 
Shankara, S. 
Sharma, J. 
Sherwood, P. W. 
Sieff, J. A. 

Silber, Dr. L. 1. 
Sleightholm, M. T. 
Smcrizschalski, Dr. S 
Sofidiya, J. K. 
Sommers, H. M. 
Stevenson, J. 
Stimson, D. R. 
Stubbs, J. B. 
Sweezy, P. M. 
Swianiewicz, Prof. S 
SjTimis, G. 

Talbot, A. J. 
Thomas, E. T. M. 
Tonkinson, E. 
Tweddcll, J. F. 

Van Loo, G. H. 
Varma, M. 

Walsh, W. 

Ward, A. C. 
Waterston, A. 
Weber, 0. J. 
Wharton, J. K. 
Wharton, L. 
Whatmough, G. 
Wilde, L. C. H. 
Winter, R. J. 
Wirstrom, L. 

Wood, Miss M. J. 
Woodard, M. H. 
Woolley, W. 

Yates, N. R. 

Yong, T. H. 
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The following have been admitted to Library membership of 
the Society;— 

American College, Mathurai. 

Banco de Bilbao. 

Central Mortgage and Housing Corporation, Ottawa. 

Ciencias e Letras, Sao Paulo. 

Csl Ustav Brace, Bratislava. 

Department of Defence Library, Melbourne. 

Duquesne University, Pittsburgh. 

Economic Graduate Students’ Library, Berkeley. 

Economic League, Leeds. 

Institute for Advanced Study, Princeton. 

Instituto Nacional de Industria, Madrid. 

J.R.C. Club; University of Wisconsin. 

Keble College, Oxford. 

Lane Library, Wisconsin. 

Libreria Commissionaria Sansoni, Firenze. 

Lloyds Bank, Ltd. 

Loras College Library, Dubuque. 

Loyola University, New Orleans. 

Marshall Library, Seton Hall College. 

Mexican Embassy, London. 

National City Bank of New York. 

Office of the High Commissioner for India, London. 
Petroleum Press Bureau. 

Queen’s University, Belfast. 

Rand Corporation, Santa Monica. 

St. Lawrence University, New York. 

Studieforbundet Naringsliv Och Samballe, Stockholm. 
University Bookshop, Brisbane. 

University College, Dublin. 

University of Queensland Press. 

Ward Library, Peterhouse, Cambridge. 

Wilkes College Library. 



RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 

VoL. CXII, Part IIT, 1949. Foundations of Probability and Statistical 
Inference : G. Tintnek. Some Uses of Statistics in the Building Industry : 

J. Bronowski and Others. A Note on Carnap's Theory of Probability : 
S. F. James. Industrial Classification — National and International: 

K. E. Beales. Statistics relating to the Coal Minitaj Industry : K. F. 
GBORdE. 

Oxford Economic Papers. 

VoL. 2, No. 1, January 1950. Evaluation of Real National Income: 
P, A. Samuelson. Measurement of Efficiency : L. Hawkins. Prices 
and Costs in Nationalized U}idf rlaJfings : C. A. Yi. Crosland. Note on 
the Price Policy indiented by the Nationalization Acts : D. N. Chester. 
The Commercial Crisis of 1^47 : C. N. Ward-Perkins. Buffer Stocks 
and Economic Stability : R. S. Porter. A Note on the Theory of Con- 
sumers* Behaviour : W. E. Armstboncl The Common Sense of Indiffer¬ 
ence Curves : C. Kennedy. The Theory of Consumer's Behainour ; a 
comment: I. M. I). Little. 

The Political Quarterly. 

Voh. XXI, No. 1. JANrAR\~MARCH 1950. Tlu^ Malthusian Devil in 
Chains : Mary Stocks. Thought for Food : M. JM. Sinclair. American 
Policy and Japanese Politics • if. S. Qutolky. Deviations from Marxism: 
J. Plamenatz. The Strasbourg Illusion : \V. I'icklEvS. Qovcrnmeyit 
Reform in the U.S.A. : H. Zink. The Organisation of Political Parties : 
D. Clarke. 

The Manchester School of Economic and Social Studies. 

VoL. XVIII, No. 1, January 1950. The Productivity of British Agri¬ 
culture : L. P. F. Smith. Pretduciivity in the Cotton Spinning Industrif : 
D. C. Shaw. Municipal Gas Costs and Revenue : J. F. Sleeman. The 
Government of IJaslingden : Irene W. S(\\rf. The Habit of Voting : 
A. H. Birch. Non-Voting in an Urban District : J. Grundy. 

International Affairs. 

VoL. XXVT, No. 1, January 1950. The Holy Places of Palestine in History 
and in Politics : Sir William Fitzgerald. The Bigivin Conference : 

R. A. Butler. China: report of a visit: M. Lindsay. Education in the 
British Zone of Germany : R . Birley. Food and Farming in Germany. 
/. Food and Nutrition : W. Klatt. EdvcMion in Turkey : T. Vers- 
CHO^'X.E. Tibet and her Neighbours : Sm Basil Gould. British 
Nationality and Irish Citizenship : R. F. V. Heuston. 

Poptdadon Studies, 

VoL. Ill, No. 3, December 1949. The Report of the Royal Comnnission on 
Population : F. W. Notestein. Income Tax and Family Allowances in 
Brittain : H. S. Booker. The Encouragement of Emigration by British 
Trade Unions^ 1850-1900: Charlotte Erickson. Provisional Results of 
the Sample Survey of the Africxzn Popndation of Southern Rhodesia, 1948: 
J. R. H. Shaul and C. A, L. Myburgh. The Length of ^Vor^cing Life: 

S. L. WOLFBEIN. The Intelligence of Twins, A Comparative Study of 
Eleven-year-old Twins : S. N. Mehrotra and J. Maxwell. The East 
African Population Cenisus, 1948. Planning and Enumeration : C. J. 
Martin. 

No. 238—VOL. LX. E E 
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VoL. Ill, No. 4, March 1960. The Trend of Intelligence in Certain Die- 
tricts of England : W. G. Emmett. Gregory King^s Estimate of the 
Population of England and Wale^, 1695 : D. V. Glass. Supplementary 
Child Health Services, Part III. Infant Welfare Centres : Griselda 
Howntrbe. The Popidation Geography of the Free Negro in Ante- 
Bellum America : W. Zelinsky. Notes on Abortion and Birth Control 
in Germany: H. Harmsen. Forecasts of Popidation in the United 
States : H, S. Shrycock. 

Supplement. Cidtural Assimilation of Immigrants. Papers presented 
under the auspices and published with the assistance of UNESCO on 
behalf of the Population Investigation Committee. Papers by H, 
Bunlb, G. Mauoo, J. Isaac, G. Mortara, R. Baciii, F. Savorgnan, 
M. Lacroix and Edith Adams. 

The Sociological Review. 

VoL. XLII, Section 1, 1950. Philosophy, Psychology and Sociology in the 
Training of Teachers : W. A. Campbell Stewart. 

\’'oL. XLII, Section 2, 1950. Personality and Language in Society : J. R. 
Firth. 


The Eugenics Review. 

VoL. 41, No. 4, January 1950. Intelligence and Fertility : Sir Godfrey 
Thomson. Family Service Units for Problem Families : D. Jones. 

VoL. 42, No. 1, April. The Primrose Path : A. S. Parkes. Fitness 
and Survival: C. A. B. Smith ^1 Satisfactory Population for Britain? : 
Sir Charles Arden-Close. War and Eugenics: L. F. Richardson. 

Soviet Studies. 

VoL. I, No. 3, January 1950. The Soviet Union and International Law : 
J. N. Hazard. 


Bulletin of the Oxford University Lmtitute of Statistics. 

VoL. 11, No. 12, December 1949. Qiunierly Estimates of the National 
Income: D. Seeks. A ^ Human Needs* Diet in November, 1949: T. 
Schulz. Trends in Cocoa Production : P. Adv. 

VoL. 12, Nos. 1 and 2, January and February 1950. The Distribution of 
Capital among the Medical Profession m England and Wales, 1940-1 : 
L. Hamilton. 1949 : Forecast and Fact: P, D, Henderson and D. 
Seers. U.S. Import PropensiHes since the War : J. A. Hargreaves. 


A ccounting Research. 

VoL. 1, No. 3, January 1950. Scientific Method in Auditing : L. L. 
Vance. Consolidated Accounts and their Similarity to Partnership 
Accounts: 13. J. S. Wimble. Accounting and Tcuvaiion in Sweden in 
Relation to the Problem of Inflationary Profits : Per V. A, Hanner, The 
Exchequer Accounts : H. Norris. Notes on Accounting History : Mary 
E. Murphy. The Effects of the Local Government Act, 1948, and other 
Recent Legislation on the Fina^nccs of Local Authorities. Undistributed 
Profits as a Source of Company Finance : R. W, Moon. 

The Banker. 

January 1960. WiU the American Boom Continue ? After the Australasian 
Elections. Prospect for Germany's Creditors. 

February^ 1950. An Economic Approach to the Election. American Aid 
and Britain's Burdens : Graham Hutjdn. Payments Union for Europe. 

March 1950. After the Election. Unbridgealde Dollar Gap ? End of 
Repyuralwns ? : M. J. Bonn. Agreement with South Africa. Irish Econ> 
omic Survey : G. A. Duncan. 

April 1950. Prehtde to the Budget. European Payments and Germany, 
“ Eximbank ” and Point J V Aid, 
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The Banker s' Ma-gazine, 

January 1950. Money arid Bankimj in the Twentieth Century : J. E. 
Wadsworth. 

February 1960. Money and Banking in the Twentieth Century: W. 

Ridley. Dr. Schacht Explains : M. J. Bonn. 

Marcjh 1950. AJter the Polls. Lord Nortnan : an appreciation : Sir 
Henry Clay. Money and Banking in the Twentieth Century : G. O. 
Papworth. Banking in the Irish Economy in 1949. 

April 1950, The Rebuff to Socialism. Monty and Banking in the Twen- 
tieth Century. 

Barclays Bank Review. 

February 1950. Income and Savings. 

District Bank Review. 

March 1950. Cotton Industry Prices and Profits : Sir Ralph W. Lacey. 
The End oj the Post-war Boom : R. H. Fry. Unto Casar. 

Lloyds Bank Review. 

January 1950. The Problem of^ Retrenchment: Sir Hubert Henderson. 
Public Bodies and Public Accountability : R. Bird. Return to Credit 
Control in France : P. Bareaxt. 

Midland Bank Review. 

February 1950. llie Size and Shape of the National Debt. 

National Provincial Bank. 

February 1950. Keynes : Lord Catto. Strategy for Coal Exports: 
H. H. Merrktt. a Review of Trade and Industry : H. CJ. Hoddkr. 

The Three Banks Review. 

December 1949. Devaluation and Woild Trade : J. R. Hicks. The 
Taxation of Industry : F, VV^ Forge, The “ Ireland ” Forgeries. 

Westminster Bank Renew. 

November 1949. Wage Levels after two Wars: H. Phelps Brown. 

Economy and Confidence. Thirty-five Years of Rent Control. Govern- 
ment Finance and Bank Deposits. The Farm Dairy Industry. 

February 1950. How Much Disinflation ?: R. C. Tress. The Chair- 
num's Statement. Progress towards Western Union. Indepemlence by 
1952. Achievements and Prospects in Apple-Growing. 

Planning. 

VoL. XVI, No. 308, 1950, Economics of the Council House. 

VoL. XVI, No. 309, 19.50. The Hospital Service^ 11: The Patient is Human. 
VoL. XVH, No. 310, 1950, University Students. A Pdot Survey. 

VoL. XVI, No. 311, 1950. Economic Policy. A Discussion of Planning 
Techniques. 

Town <t’ Country Planning. 

VoL. XVIII, No. 70, February 1950. New Deal for Housewives : Lord 
Beveridge. The Aims of Planning : F. J. Osborn. 

VoL. XVHI, No. 71, March 1950. Drift to Belfast: G. Buchanan. London 
Regional Problem : W. G. Holford, Outline Plan for the Portsmouth 
District : P. W. MacFarlane. The Romance of the Land Registry : 
Joy Spoczynska. Survey of Oakridge : Cecily Hornby. The Plan¬ 
ning of Cambridge : A. E, Richardson, Spires : J. D. U. Ward. 
Hatfield New Town : G, N. C, Swift. Further Reflections on the Blaxk 
Country : P. Sargent Florence. 

The Canadian Journal of Econmnics and Political Science. 

VoL. 16, No. I, February 1950. Unionisvn in the Fishing Industry of 
British Golurnbia : S. Jamieson and P. Gladstone. Some Longer- 
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Term Factors in the Canadian Balance of International Payments : G. S. 
Watts. The Reparations Problem Again : iM*. Gottlieb. The Liberal 
Convention of 1S93 : J. W. Ledehle. LocmI Government Reorganization 
in Alberta : E. J. Hanson. Long-Term Economic Significance of Cur- 
icncy and Trade Restrictions : G. 1.iENSCJhow. Changes in the Dollar 
Pool : A. R. Conan. The Instantaneous Theory of the Multiplier : C. L. 
Rarbeb. Investment, Income and Output : T. iiuECHEii. A Disturbing 
Tendency in Political Science : C. B. MAcriiERSON. 

2^he Economic Record. 

December 1949. Balance of Proilm'lwn in the Australian Post-war Econ- 
omy : D. B. Copland. Measurement of Economic Relationships : D. 
Cochrane. Inflation—its Impact on Enterprises : R. K. Hirst. The 
Arntralian Wool Realization Commission Wool Price Index: K. J. 
Wallace. Some Observations on Changes in Money and Real Income in 
Australia, 1938-39 to 1948-49 : D. W. Oxnam. Interest and the Money 
Supply in Keynes' Economics : M. C. Kemp. 

Review of Economic Progress {Queensland Burcati of Industry, Brisbane). 
VoL. I, Nos. 6-7, June and Ji^ly 1949. The Productivity of Primary 
Industry. 

^"oL. I, No. 8, August 1949. The Productirity of Manufacturing Industry, I. 
VoL. I, No. 9, September 1949. The Productivity of Manufacturing 
Industry, II. 

VoL. I, No. 10, October 1949. The Productivity of Manufacturing In¬ 
dustry, III. 

The Indian Journal of Economics. 

July 1949. A Political Fotcc in Induin Economic Derclopmoit : W. 
Adams, Statistical Study of the Price of Fdodgrains in the Madras 
Presidency: T. V. Yiswanathan. The Road to Industrial Peace : R. R. 
Reddy. A Note on the Cotton Textile Industry in India : M. Chand. 
Conference Number, October 1949. India's Balance of Payments : 
K. B. Saha, P. C. Malhotra, K. Anantaram, J. K. Mishba and D. N. 
Gurtoo. India's Balance of Trade : K. N. Bhattachahva and K. N. 
Poduval. Mixed Economy in Thpary and Practice : M. H. Vaswani 
and R. V. Rao. Public Enterjjrisc iA a Mixed Economy : K. Balakrish- 
NA. Inflation and Indian Momtary Policy : N. R. Kulkarni and 
C. W. B. Zacharias. Mo7ietary Policy and Inflation in India : M, V. 
iviBE. Devaluation Inflation : V. CL Saiiasrabudkk. Devaluaiion 
and Didia's Balance of Payments : B. Sincui. 

Sankhyd (The hidian Journal of Statistics). 

VoL. IX, Part 4, September 1940. A Theoretical System of Selection fm' 
Homostyle Primula : R, S. Fisher. On Some Problems Arismg out of 
Discrimination with Multiple Characters : C. Radhakrishna Rao. On 
Certain Aspects of Spriruj Balance Designs : K. S. Banerjee. United 
Nations Economic and Social Council Sub-Commission on Statistical 
Sampling. Comparability of Measurements : K. P. Chattopadh yay. 

The Indian Jo-urnal of Cormntree. 

VoL. II, No. 7, September 1949. Dynamic Economics : J. K. Mehta. 
The Devaluation Problem : K. CL Lalwani. The Role of Transport in 
Industrial Development: V, V. Kamanadham. Measurement of Indus¬ 
trial Efficiency : M. M. Mehta. 

VoL. II, No. 8, December 1949. Conference N umber. Costing in Relation 
to Price Fixing : S. Sengupta, K. S. Hanumantha Rao, P. C. Roy, 
P. H. Pandya. Labour Welfare and Management: T. N. Rastogi, B, 
Ganguly', J. S. Mathur. Finxmeimj of Indian Industries : B, B. Sen, 
S. R. Moiinot, R. Ramdas, S. L. Sharma, O. Prakash. 

United Nations Econormc Bulletin for Europe, 

VoL, I, No. 2. Review of the Economic Situation in Europe, April-June 
1949. The Gold and Dollar Deficit of the Sterling Arexi. The Commodity 
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Composition of Trade between Eastern ai^ Westcm Europe in 1048. Note 
on Relative Changes of Labour Costs in Industry, European Economic 
Statistics. 

VoL. I, No. 3. Review of the Economic Situation in Europe, July-September 
1949. Coal Production and Trade in Europe since the War, The Regional 
Interdependence of Germany. European Economic Statistics. 

International Labour Review. 

December 1949. The Thirtieth Anniversary of the Foundation of the I.L,0. 
1919-1949, Labour Conditions in Ceylon, I, The Seventh International 
Conference of Labour Statisticians. 

January 1950. Labour Conditions in Ceylon, II, Vocational Rehabilita¬ 
tion of the Tuberculous : H. A. de Boer. The Economic and Social 
Acitivities of Trade Unions in Poland. Egypt's Rural Welfare Centres. 
February 1950. The Special Tripartite Conference Concerning Rhone 
Boatmen : Geneva 1949. The Place of Labour in the Constitution of the 
Italian Republic : F. Pergouksi. Supervisory Training in Belgium : A. 
Nicaise. Social Security in Agricultme, I. 

World {United Nations). 

December 1949. German Plans for War on Russia's Side: T. H. 
Tetens. Modern Man and UNESCO : J. T. Bodet. W^wld Trade 
Challenge to North America : D. Gordon. 

January 1950. A New Trend in Foreign Aid : P. G. Hoffman. How to 
Jjose a Billion Dollar Market: J. G. Torres. Tariff Reform Begins at 
Home : C. Kiotte. Towards the Highest Production in U.S. History : C. 
Sawyer. 

The Quarterly Journal of Economics. 

VoL. LXIV, No. 1, February 1950. A Revolutionist's Handbook : D. H. 
JI0BERT.SON. The Taxation of Stockholders : W. L. Crum. Preobra- 
zhenski and the Economics of Soviet Industrialization : A. Erlich. 
Economic Space : theory and applicxitions : F. Perroux. Money De¬ 
mand and the Interest Rate Level: Elinor Harris. The Theory of 
('hoicc and the Constancy of Economic Laws : N. Georgescu-Koegen. 
Wesley Clair Mitchell (1874-194S): J. A. ScnuMrETEit. 

The Annals of the American Academy of Political and Social Science, 
January 1950. Military Government. 

The Journal of Political Keonenny. 

VoL. LVII, No. 6, December 1949. The Marshallian Demand Curve : M. 
Friedman. The Pure Theory of Government Finance; a suggested 
approach : J. M. Buchanan. Liquidity and a National Balance Sheet: 
H. N. McKean. Mathernaticxjl Economics befm-e Cournot; K. M. Robert¬ 
son. Union Security and the Right to Work: J. V. Spielmans. Re- 
turns to Scale in Family Farming : E. J. Long. 

VoL. LVIII, No. 1, February 1950. Reflections on Poverty within Agri¬ 
culture : T. W. Schultz. The Theory of Intcrnatiotial Values : G. A. 
Elliott. Collective Agriculture in Israel: C. W. Efroymson. Currency 
Depreciation, Income, and the Balance of Trade : A. C. Harberoer. 
Anti-trust Policy re-examined: N. H. Jacoby. State Bonuses for 
Veterans : I. H. Siegel and E. Weinberg. 

The Review of Economies and Statistics. 

Vol. XXXII, No. 1, February 1950. Some Aspects of Exchange Rates : 
P. T. Ellsworth, M. Bronfenbrenner, J. J. Polar, J. Tinbergen, 
A. Smithies. Hic Robertsonian and Swedish Systems of Period A'nalysis : 
A. H. Hansen. Effect of Mergers on Industrial Conceniration, 1940- 
1947 : J. Lintner and J. K. Butters. How Much Unemployment ? : 
S. E. Harris, R. Nixon, C. D. Stewart, Gertrude Bancroft, L. 
Levine, Gladys L. Palmer, S. H. Slighter, J. T. Dunlop. Notes 
on the StTuoture of Wages: S. H. Slighter. Soviet Statistics : 
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N. Jasny. The Cowles Commission Atomic Power Cost Estimates : S. H, 
ScHUBB and W. Isabd. Automatic Annual Improvement Provisions: J. 
Backman and A. L. Gitlow. Further Remarks on Estimating the Size 
Distribution of a Given Aggregate Income : E. Clabk and L. Fishman. 

The American Economic Review, 

March 1950. The Economic Way of Thinking : H. S. Ellis. Trade 
Unionism^ Full Einployment and Inflation : W. A. Mobton. A General¬ 
ized Uncertainly Theory of Profit: J. F. Weston. Government Giuzran- 
tees and Private Foreign Investment: Yuan-Li Wu. Consumption 
Taxes and Income Determination : E. C. Brown. The Process of 
Technological Innovation: W. R. MacLaubin. Implications of the 
Railway Class Rate Case : R. W. Habbeson. The Varga Controversy : 

E. D. Domar. Government Spendmg and Income-Velocity : R. A. 
Gordon. The Concept of Secidar Stagnation : B. Higgins. 

Economctrica. 

VoL. 18, No. 1, January 1950. The Notion of Involuntary Economic 
Decisions: T. Haavelmo. The Deierminacy of Absolute Prices in 
Classical Economic Theory : W. B. Hickman. The Consistency of the 
Classical Theory of Money and Prices: W. Leontief. A Note on 
Patinkin's “ Rclalive Prices ” C. G. Phipps. An Application of Least 
Squares to Family Diet Surveys : M. H. Quenouille. The Theory of De¬ 
mand Applied to the French Gas Industry : M. J. Vebhulst. A Note on 
the Pure Theory of Production: K. jVIay. Homogeneous Systems in 
Maihenuitical Economics : K. J. Arrow. A Note on Tintner's Homo¬ 
geneous Systems ” C. G. Phipps. 

Foreign Affairs, 

VoL. 28, No. 2, January 1960. The Decline of Diplomacy : Lord Vansit- 
TART. Science and Politics in the Twentieth Century : J, B. Conant, 
Devaluation and European Recovery: R. C. Leffingwell. After 
Devaiuaium : the common task : Sir Arthur Salter. Tito : a study : 

F. MacLean. Labor and the Chiirth in Quebec : B, Fraser. The 
Unifying Force for Europe : P. Kevnavd. Social Forces in Germany 
today : E. Salin. The Race between Russia and Reform in Iran : T. C. 
Young. Theories of Socialist l7nperial>mn : L. O’Bovle. Pakistan's 
Claim to Kashmir : Sir Wii^liam Barton. The Battle far Moscow, 
Turnmg Point of the War : Vice Admiral K. Assmann. 

The Southern Economic Journal. 

VoL. XVI, No, 3, January 1960. Factors Dtfluenewy State Per Capita 
Income Differentials : J. L. Fulmer. Some Co^nments upon the North- 
South Differential: Jesse W. Markham. An Ideology for a Laboristic 
Economy : R. Fei.s. Wages in Excess of Marginal Revenue Product: M. 
Bronfenbrenner. International Monetary Relations : E. Shapiro and 
E. Solomon. An Approach to the Theory of Multiple Production : G. J. 
Cady. The World Trade Charter and the Geneva General Agree^nent: 
Grace Beckett. 


The Journal of Econo^nic History. 

Supplement IX, 1949. The Tasks of Economic History. The Making of 
an Economic Historian: H. Heaton. The Standard of Life of the Workers 
i7i Efigland, 1790—1830 : T. S. Ashton, Gold as a Monetary Standard, 
1914-1949 : W. A. Brown. Political Aspects of the Gold Problem : 
C. R. Whittlesey. American E7)aluation8 of European Agriculture : 
C. H. Danhop. Europe's Contribution to the A7nerican Dairy Indmtry : 
E. E. Edwards. The Influence of British Capital on the W^tem Range- 
Cattle hidustry : H. O. Brayer. TJie Place of Theory in Teaching 
American Economic History : E, C. Kirkland. 
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* Agrieulturdl History, 

VoL. 23, No. 4, October 1949. The Legacy of Populism in the Western 
Middle WeM : J . D. Hicks. The Pre-Civil War South's Leading Crop, 
Corn : D. L. Kemmrreb. From Woods to Sawmill: transportation 
problems in logging : W. G. Rector. The Agricxdtural Program of a 
Leading Farm Periodical, “ Cohnan's Rural Worlds ” ; G. F. Lemmer. 
Frederick Jackson Turner's Address on Education in a United States with¬ 
out Free Lands : edited by F. Mood. William Emsley Jackson's Diary 
of a Cattle Drive from La Grande, Oregon, to Cheyenne, Wyoming, in 1874 : 
edited by J. O. Oliphant and C. S. Kingston. The War of the Substi¬ 
tutes : the reaction of the Forest Industries to the Competition of Wood 
SubstituU's : P. F. Sharp. The Marketing History of Colombian Coffee : 

R. C. Beyer. The Cowing of the Swede to Great Britain : an obscure 
chapter in farming history : N. Harvey. 

Von. 24, No. 1, January 1950. In Praise of the Finnish Backwoods 
Farmer : J. 1. Kolehmainen. 7'he Concept and Determination of 
Prei'ailing Wages in Agriculture during World War II: S. Liss. Recent 
Progress in the Mechanization of Cotton Production in the IJyiited States : 
(i. Fite. Agriculture in Luce County, Michigan, 1880 to 1930 : G. F. 
Deasy. Encroachments of Cattlemen on Indian Reservations in the 
Pacific Northwest, 1870- 1890 : J. O. Oliphant. The Impart of Farm 
Machinery on the Farm Economy : A. N. Johnson. 

Journal of Fann Economics, 

VoL. XXXI, No. 4, Part I, November 1949. Canadian Agricultural 
Price Problems aiul Policies : W. M. Drummond. Federal Marketing and 
Price Support Legislation in Canada : A. H. Turner. Experience with 
Procincial Marketing Sclu'mes in Canada : M. \V. Farrell. Develop¬ 
ment of Wheat Marketing Policy in Canada • G. E. Britneli. and V. C. 
Fowke. Thr Proposal to Market Coarse Gravis through the Canadian 
Wheat Board : G. L. Burton. The Logical Foundations of Economic 
Research : K. 11. Parsons. Input-Output Relationships in Egg Produc¬ 
tion : P. L. Hansen. The Status and Possibilities of Rural Producing 
Cooperatives : W. Z. Hiiiscii. 

VoL. XXXI, No. 4, Part 2, November 1949. Proceedings Number. 
Population : J. S. Davis. Agriculture : O. V. Wells, J. W. Tapp, 
F. F. Hill, T. K. Cowden, W. W. Wilcox. Trade : O. B. Jesness, 

L. W. Witt, C. M. Elkinton. Agricultural Economics : E. O. Heady% 

S. Hoos, T. D. Morse, L. Soth. The Missouri Plan : J. W. Burch. 
Agricultural Cooperatives : A. L. Jensen and H. Hedges. The Future 
of the Great Plains : E. Starch. Farm Business Survival under Ex¬ 
treme Weather Risks : U. Schickele. Farm Business Survival in Areas 
of Highly Variable Rainfall : D. C. Horton and E. L. Barber. Irriga¬ 
tion : H. E. Selby, W. U. Fuhriman and V. Fuller. 11 Range 
Land Use and Conservation Problems : IVI. H. Saunderson. Feed Grain 
Storage : G. Shepherd. Missouri River Development : H. A, Steele, 
R. R. Rennk, T. L. Gaston, J. S. Short. Land Economic Research : 

M. M. Kelso, H. E. Conklin. Farm Management: I. F. Fellows, 

F. Reiss, J. A. Hopkin. ‘ Pidce Research : K. A. Fox, J. A. Nordin, 

G. Alcorn, J. C. Bottom. Incomes of Farm People : E. W, Grove and 

N. M. Koffsky. Poverty within Agriculture : T. W. Schultz. Institu¬ 
tional Changes affecting the Agricultural Outlook : K. H. Parsons. Cur¬ 
rent Institutional Trends in Business : A. G. Hoffman. Labor's Aims 
and what they Mean to Agriculture : D. Montgomery". Marketing 
Research : B. Jo\% D, B. DeLoach, R. J. Penn, F. L. Thomsen, J. Z. 
Rowe and K. Hood. Milk Prices : E. C. Young, A. J. Bergfeld. 
Ths^ Midkoestern Egg Project: H. I. Miller. Cotton Marketing Research : 
W. A. Faught and D. G. Miley. Marketing : O. H. Brownlee, S. R. 
Smith, H. G. Hamilton, C. S. Merchant, G. L. Mehren and H. C. R. 
Stewart. The Mailed Inquiry and Methods of Increasing Returns : 
F. K. Reed. Winter Storm Livestock Loss Surveys in Wyoming : G. 
Knutson. Plans for the 1950 Census of Agriculture : R. Hurley". 
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Land Economics (A QuaHerly Journal of Planning, Housing and 
Pubiic Utilities). 

VoL. XXVI, No. 1, Fbbbuaky 1950. Nationalization of Electricity in 
Great Britain : R. H. Goase. Agrarian Unrest in China : Ghee Kwon 
Ghun. Petroleum Pipe Line Transportation : H. N. Emerson. Czecho- 
slovalcia's Law on Subdivision : R. Barlowe. 

American Affairs. 

VoL. XII, No. 1, January 1960. The Debacle of Planning : O. Garrett. 

Industrial and Labor Relations Review. 

VoL. 3, No. 2, January 1960. The Fvr Worlcers' Union : R. D. Letter. 
The Unlicensed Seafaring Unions : P. Taft. Reasons for the Growth 
of the Knights of Labor in ISHo-ISSG : D. L. Kemmerer and E. D. 
Wk.tcersham. 

VoL. 3, No. 3, April 1950. Ihifair Labor Practice Prevention under the 
Railway Labor Act: H. R. Northrup. Prospects for Industry-wide 
Bargaining : F. G Pierson. Early Federal Regulation of Hours of Labor 
in the United States : M. A. Kelly. The International Confederation of 
Free Trade Unions : A. Sturmthal. Frameworh for the Analysis of 
Industrial Relaticms : J. T. Dunlop and W. F. Whyte. 

Harvard Business Review. 

VoL. XXVIII, No, 1, January 1950, The Danger of Drifting : D. K. 
David. Financing Capital Fonnation : S. Edmunds. Use of Tests in 
Employee Selection : M. Haire. Labor Leaders and Society : A. A. 
Tmberman. Factors Influencing Employee Morale : J. G. Worthy. 
Integration in the Textile Industry: J. W. Markham. Periodic Stoch 
Dividends : J. G. Bothwell. Appraising the Board of Directors : W. T. 
Blair. Business Prospects and Problems in the 1950s : J. L. Snider. 

Studies in Business and Economics. 

VoL. Ill, No. 3, December 1949. Harf<yrd County, Maryland : an area of 
economic vitality and contrasts. 

Revue D'Economic Politique. 

July-August 1949. Les grandes invasioiis et le commerce europecn : R. 
Gonnard. Les preferences nationales de structure et le desequilibre 
structurel: J. Weiller. Misbre proletarienne et industrMisation : J. 
Valarohe. Theorie du profit: J. Ullmo. La comptabilite nationale et 
les correlations: J. Dumontier. Le probUme de la stabilisation de 
Vemploi : G. Rist. 

Population. 

Octobert-December 1949. Les theories demographiques dans VAntiquiU 
grecque : J. Moreau. Christianisinc et population : M. Rtquet. Apergu 
demographique sur revolution des cjfcctifs scolaircs : P. Vincent. Struc¬ 
ture et dynamique des populations sauvages de vert^res : F. BouRnifcRE. 
Mortolite, profession et situsdion sociale : J. Dario. Pologne : dix annies 
d'histoire dimographique : G. Frumkin. Varsovie 1949 : reconstruction 
ou naissance d'une nouvelle ville ? : P, George. 

Statistiques et Etudes Financieres. 

Supplement Finances Gompar^es, No. 3,1949. Trente Annees de Finances 
Sovietiques (1917-1947). 

December 1949. Statistique des benefices industriels et commerciaux 
realises en 1948 et imposes en 1949 d la taxe proportionnelle sur les per- 
sonnes physiques d'aprbs le regime du forfait. jSvoluti(m du cridit au 
cours du troisi^me trimestre 1949. Le plan decennal pour le diveloppement 
economique et social du Congo beige (1949-1959). 

SuppLiiMENT Statistiqubs, No, 3, 1949. 
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January 1950. Lea investiaaementa pvhlica en France ct d Vetranger, 
L'utiliaation de la contre-vdleur de Vaide amiricaine par lea pays heneflciarea. 
Le budget beige pour Vexerciae 1950» Suiaae : le budget de la Confederation 
pour Vexerciae 1950, 

Revue de Science et de Legislation Financikrea, 

January-March 1960. LHnterpretation fonctionnelle dea loia financikrea : 
B. Griztotti. Lea reparations aUemandes : A. Piettre. Les caracthrea 
originaux de la fiacaliti tunisienne : J. R. Jourdan. Droit fiscal inter¬ 
national : M. Chretien. 

Documentation Sconomique, 

VoL. VITT, No. 29, 1949. 

VoL. VJTl, No. 30, 1949. 

VoL. IX, No. 31, 1950. 

Rvvue de L^lnstitut de Socmlogic. 

JuLY“-8ErTEMRp:R 1949. LJn prccurscur de lo Sociologic en Italic : Gram- 
battistia Vico (1658-1744): J. Lameerk. Sur le conccjU d'lSvolution 
Linguistique : M. Leroy. VOrigine de Langagc orticule : E. BT'YSSENS. 
Le Regime dcs Prisons et VEsjirit sociolagique : .1. Dupreel. Les Termcs 
dcs Echanges : C. Carbonnklle and E. S. Ktrsoiien. 

Bulletin de Ulnstitut de llccherches ^conorniques ct Socialcs, 

VoL. XV, No. 5, December 1949. Unite de V anthropologie culturelle : 
J. tl. Maquet. La dicMancc de la puissance patcrnelh : H. Hanquet. 
perspectives de Vetude de Vopinion publique beige : F. van Mechelen. 

\’oTi. XVI, No. 1, Febritary 1950. Les evolutions ^ongues de VIndustrie 
da zinc dans VGuest e.uropeen 1S40-1930 : F. Biizy. Mourements longs 
et transformations de structure dans Vindustrie du cohe en Belgique {1827- 
1039) (lie panic), Le warche noir (lie partie): T. Chelmicki. 

VoL. XVI, No. 2, 1950. La conjoneture iconomique dc la Belgique : 

L. II. Dupriez. 

Revue de Ulnstitut International de Statistique. 

VoL. 17, Nos. 3-4, 1949. The Twenty-Sixth Session : S. A. Kick. Kalional 
Income Estimates : C. Gini. Application of Statistical Methods to Re¬ 
search and Development in Engineering : Besse B. Day. 

Kykloa. 

VoL. Ill, No. 3, 1949. The Market for Foreign Exchange and the Stability 
of the Balance of Payments : G. Haberli^r. Die Marx-Kritik Vilfredo 
Paretos : O. Weinberger. La Crisc des lUgleynents Internatiojiaux : 
J. A. L’Huillier. The Law of Diminishing Marginal Utility of Income : 
W. Marx. 

VoL. Ill, No. 4, 1949. Josef Schumpeter : S. Arttu;r. Economics and the 
Theory of Games : M. Oskar. Deutschland und Europa : W. Alfred. 
On the Calculation of Cost-of-Living Index Figures : K. Josef. 

Weltwirtschaftliche^ Archiv, 

VoL. 62, No. 2, 1949. Vber die Neuberechnung von Indexziffern der Leben- 
shaltungslcoaten in Deutschland : O. Anderson. An Evaluation of Post- 
War Monetary Reforms : J. Pedersen. Finanzpolitik und Zins : K. 
Philip. Zum Problem des abnehtnenden Kapitalertragszuwachses : H, 
Meiniiold. Die Einkommenselastizitdt des Mineraldungerverbrauchs : 
H. H. Herlemann. 

VoL. 63, No. 1, 1949. Intematmiale Entwicklungstendenzen auf dem 
Gehiete der Einhommensbesteuerung: F. Nbumabk. Economic Pla7ining 
in the Welfare State : H. von Beckerath. Die Exportforderung in 
Groasbritannien: W. Gatz. Die europdiachen Geldreformen nach 

dem zweiten Weltkrieg : F. Grotius. 
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VoL. 63, No. 2, 1949. AnomaHim im ZaMun^ahUanz-mechanismiLS : J. 
Tinbergen. Sozialiatiache Wirtschaftaverfaaaung: G. Mackenroth. 
Oeldpolitiache Erfahrungen der ddniachen Anti-1 nflationapolitiJc: G. 
SCHLEIMINGER. 

VoL. 64, No. 1, 1950. Joaeph Alois Schumpeter in memoriam : E. Schnei¬ 
der. Abschaffu7ig der Veviaenzwangswirtschaft ?: E. Kung. Econ¬ 
omic Planning and Freedom : K. W. Kafp. Beitrdge zur Theorie der 
Beschdftigungy dea Ertragea und der Kapitalbildung : O. Kraus. Some 
International Aspects of German Cyclical Fluctuationa, 1880 to 1913 : J. S. 
Pbsmazoglu. Food and Farming in Germany ; past, present and future : 
W. Klatt. Die wirtachaftUch^ Lage der Philippiniscken Bepublik nach 
dem zweiten Welthrieg : J. G. Loohuis. 

Zeitachrift ftlr die Gesamte StaatawisaenscTiaft, 

VoL. 105, No. 4, 1949. Politik und Moral: A. ROstow. Die Gestalt 
Joseph Storys : K. Zweigert. Adolf Lampe : E. von Beckerath. 
Der Auftrag der N ationalokonomle in unaerer Zeit: W. A. Johr. 
Moglichkeiten und Grenzen der Anwendung mathematischer Verfahren in der 
Wirtsch-aftswissenschaft: J. Tinbergen. Angebots- und Nachfrageapitzen: 
H. Kellbrer. Inflation and Anti-Iy^flation Policies in the United 
States, 1939-1949 : F, A. Mermens aiul G. S. Wallace. Die Dialektik 
der Geschichte und die gegenwdrtigc Situation des abcndlandischen Geiatea : 
K. Mtjhs. 

VoL. 106, No. 1,1950. Weaenaumndbotgder Staatswirtachaft : A. Tautscher. 
Social Legislation and Political Poiver : K. Philip. Der sozialdkono- 
mische Aapekt in der Wiaaensaoziologic Karl Mannheims : H. Schoeck. 
Die Grenzen der Sozialwissenschaft: K. Glaser. Die Entwicklung des 
Zunftwesens und die geistesgeschicJUlichen Qrundlagen der Gewerbefreiheit: 
H. Kraft. Zinapolitik : B. Lincke. The Trend of American Agricult¬ 
ural Policy 1020-1949 : M. R. Benedict. 

Wirtschaft und Statistik. 

Vol. T, No. 10, January 1950. Das roraussichtliche Programm der Volks-, 
Berufa-, Wohnungs- und Arbeitaatdtteyizahlung 1950, Die herufliche 
Eingliederung der Heinmlnertriehenen irn Ocbict der Bundesrepuldik 
Deutschland . Statisiische Umacha u. 

Vol. I, No. 11, February 1950. Der Ausaenhandel der Bun dear epuhlik 
Deutschland und des Vereinigien WIrtschaftsgebictes im Jahre 1949. 

Vol. I, No. 12, March 1950. Die Betnebsjffachen, die landwirtschaftlich 
benutzten Fldchen und Waldfldchcn der land- und forstwirtschaftlichen 
Betriehe nach Grdssenklasaen, Die Entwicklung der Fremdenverkehrs- 
wirtschaft im Bunde^gebiet. 

No. 12 (7), March 1950. Monthly Statistical Sujiplement, 

Wirtschaftsdien at. 

December 1949. Die drei Abwertungvn in Groasbritannien : B. Roper. 
Das Problem der Liberalisierung des Handels am Modell dea deutach- 
turkiachen Warenaustauaches: F. v. Bismarch-Osten. Nicdrigere 
Verhraucherpreiae durch Abbau der 11 andelakoaten : K. C. Behrens. 
January 1950. WirtachaftapoUtiachc Geaichtspunkte in der Wettbewerbsrege- 
lung : E. ScHREWE. V orausaetzungen und Motive far eine Kartellgcsctz- 
gebung in Deutschland: F. Ottel. Die EntwicMung der Monopol- 
kontrolle in England : E. Tuchtfeldt. 

February 1950. Mitbeatimmungsrecht und Sozialismus : G. Mackenroth. 
Soziale Umschichtung und Verbrauch: Charlotte von Reichenau. 
Die Beziehungen zwischen Arbeitgcber und Arbeitnehmcr unter den sozialen 
Strukturverdnderungen in Deulschland: L. Heyde. Der Kaufkraft- 
mangel in Westberlin : H. Seidel. 

March 1950. Die britiachen Exportforderungsmaaanahmen: Margaret 
Berry and H. H. Wickel. Ziele und Verfahren der Antimonopol- 
politik in den V.S.A, : B. Roper. Die Berolkerungsbetoegung in 
Weatdeutschland nach dem zweiten Weltkrieg: Hilde Wander, Arbeits- 
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lo^igkeit und Beachdftigung in Wesideutschland seit der Wdhrwigareform : 
H. Habtmann. 

Europa Archiv. 

VoT^. IV, Nos. 23—4. Schaffung eiriea Europdischen Kulturzentrums. 
Musiksoztologie. Einheit und Orenzen Euro 2 )as bei Constantin Frantz 
und Henri Martin, Die Wirtschaftsheziehungen Jndien-Europa, Grund- 
lagen %md Leistungcn der Ostdeutschen Landuurtschaft, Die europdischen 
industriereviere, 

VoL. V, No. 1. Andre Gide, Von Miinchen bis Moskau, Part I, Die 
Auswirkungen der Ahwertumj des britischen Pfundes, 

VoL. V, No. 2. Beginn der Kommissionsarbeit des Europarates, Ausscji- 
misisteriuni und Auswdrtiger Dicnsl der Vereinigten Staaten, Von 
Munchen bis Moskau, Part 2, Amerikanische Massnahmem zur Sicherung 
des A rbeitsjriedens, 

VoL. V, No. 3. Der europdisvhe Bundespakt, Die hritische Europapolitik^ 
Part I, Die Strasshurger VorscMdgc zur Sichermig der Menschenrechte, 
Empfehhing dvr Konsultativ^versamnilung de^ Europarates in Strassburg 

[ an den Ministerausschuff iiber Menschenrechte und Grundfreiheiten, Fur 
evien europdischen Bundespakt, Die wirtschaJtUchc Lagc Spaniens 
■nach dem Zweiten Wclthdeg, 

VoL \\ No. 4. Die Kunstgeschichte auf neuen Wegen, Die britische 
Europapolitik\ Part 2, Der Ausbau des Genjer Abkommens iiber Zdlle 
und Handel. 

Zeilschrift fur Kationaldkonomic. 

VoL. Xll, No. 1, 1948. Zur Rehabilitierung des Wiesersche^i Gremgesetzes : 
L. Illv. Die Zusammenhdnge zwischen Orossf\ Kosten und Rentabilitat 
hidustr idler Betricbc : K. Ghubeh. Die Wiederhcrstcllung eincr inter- 
naiionalen Wahrungsoi’dining : F. VlTO. Okononiische Zurcchnuug und 
praktisehe W irtschaftsrechnung : K. Kers('Hagl. li esen^t Bedeutung und 
gcsetzlichc Grundlugen dvr EinheiUichkeit in der Besteuerung : K. 
Pl'Alf^jDLER. 

VoL. Xll, Nos. 2-4, 1949. Die Bideutung der osterreichischen Schule der 
Nationalokonomie fur die moderne Wirtschajtswissenschaft: H. Bayer. 
Analytical Notes on EeoiKmiic Systems: I'. Si'rAnyi-Unger. Lcs macro-- 
decisions et la theorie des choLc : F, Pkrhoux. Die Neutralitdt der 
WirtschaftsuMSsensehaft und der Begrijf der Wohlfahrtsbkonomie : F. 
Vito. Zur Methodenlehre C. Mengers und der osterreishischen Schule : J. 
Dobretsberoer. De la classification en histoire des doctrines economi- 
ques : J. Dubkrge. Die grosse Wendc der Volkswirtschaftslehre : J. A. 
Neubauer. Vber die dynamische Theorie und cine besondere Anwendung 
auf die Theorie des Nutzens : E. Fossati. Essai de revision de la 
Theorie des prix d la lumi^rc des progres de la Psychologic moderne : J. 
Marchal. (jlrundprobleme der Preistheorie : L. Illy. La position de 
Leon Walras et de Pareto d Vegard de Vecole autrlchicnne : B. Nogaro, 
Das Gesetz vo7n Grenznutzenniveau bn Liehie der Kritik : A. Mahr. Der 
angebliche Zirkelschluss der Preisbildungstheorie : E. Schams. 

Monatsberichte des Osterreichischen l^istituies fur Wirtschaftsforschung. 

VoL. XXIIl, No. 3, MAitCH 1950. VroUbergehende Konjunkturabsch- 
wdchung. Die wirtschaftliche lage in Osterreich. Die Insolvenzen in 
Osterreich seit Kriegscfidc. 

De Economist. 

November 1949. Structural Limits in Economic Dcvelopfnent: Johan 
Akerman . (In English.) The article stresses the importance of business 
cycle research : the study of time lags is the corner-stone of every serious 
attempt to explain the course and phases of cyclical change. Connec¬ 
tions thus arrived at are not perpetually valid. The writer differentiates 
between cycles and structure—structure being regarded as a stable 
frame round the variations. There are many different frames, which 
fall into two main groups, institutional structures an<l technical struc¬ 
tures. Using six “ market-series ” and eight “ group-series,” a detailed 
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February 1950. Conjunctuurpolitlek in Zweden .\A. A. Van Rhijn and 
J. E. Van Dierendonck. How far the quick restoration of the Swedish 
economy after 1933 was a consequence of the “ welfare«plan ’* of the new 
government has been a matter of discussion. Events (course of \m- 
employment, etc.) are surveyed since 1930, The new government’s aim 
was to raise purchasing power, by giving normal wages in the case of 
“ public works ” (replacing the older “ reserve works ”), and by fixing 
guaranteed minimum prices for agricultmal products. The essence of 
the changed conditions attached to “ public works ” was to give these the 
“ character of normal objects.” In addition, it was decided not to 
balance the budget on a yearly basis, but on the basis of the “ conjunc- 
tuur*cycle.” The conclusion arrived at is that Swerlish welfare is the 
consequence of the conscious welfare policy of tlie government, and not 
of chance external and natural factors. An account is given of the 
method whereby “ public works ” are operated, and the discussion is 
brought down t(^ the post-war years. Sweden is represented as having 
been a pioneer in “ fiscal conjiUKduur-policy ” in the years before the war. 
The article concludes with “ lessons ” for the Netherlands. Misiroostig- 
held over mistroostigheid: F. L. Polak. Over mistroostigheden en 
misvattingen, J. Zijustba. Two further contributions to the discussion 
on “ Value-judgments in Economics.” 

AtLsaenxvirlschafL 

VoL. IV, No. 4, December 1949. Der MaralwU-Plan fiir den wirtschaft- 
lichen Wiederaufbaa Europas und die Dollarknappheit: G. Haberler. 
Orundproblexne der Weltwirtschaft: A. Bosshardt. Agrarpolitih und 
Auasenwirtschaft: E. Geyer. 

Schweizeriache Zeltachrijt fur Volkawirlschaft und Stutiatik* 

VoL. 86, No. 1, February 1950. Die Fiuanzgeainnung der Btmdeaveraamm- 
lung: E. Grossmann. AHV-Fonds, Kapituhnarkt und Konjunktur : T. 
Keller, Volkseinkommen und SoztnlpTodukt der USSR, : J. Rosen. 
Lauderdedes Kritik an der klaaaischcn Okonomie: P. Heintz. 

Sociitd de Banqttc Suiase. 

No. 1, 1950. Le marche de Vargent en Suisse : R. SrEicii. 

Oiornale degli Economisti e An nail di Economia, 

July-August 1949. Riorganizzazione delVeconomia mondiale e icoria del 
commerrio internazionale : G. Palomba. Le equazioni della dinaxnica 
econoniica net caao piu semplice del regime di monopolio della produzione 
delle merci : G. Sensini. Vceehi e niwvi problemi nello studio delle 
distribuzUmi dei redditi: V. (Ustellano. Cenni aulla propenaione 
alVimportazione : L, Diena. Sul signijicalo di alcune coatanii statiatiche : 
M. de Vergottini. Su un proeedimento di calcolo per Vapplicazione del 
rnetodo dei minimi quadrati : V. Amato. Problemi di poUtica creditizia : 
0. Bresciani-Turroni. 

Economia Internazionale, 

VoL. 11, No. 4, November 1949. Some Theoretical Aspects of Payment by 
Results : G. L. S. Shackle. La dynamique d'un marchd ferrni : L. 
Amoroso. UEvolution de VEconomic et Veconomic politique : E. Varga. 
Commercio internazionale e concorrenza monopoliatica : O. D’Alauro. 

Critica Eeonomiea, 

No. 3, 1949. 11 crollo della teoria capitalistica della proaperitd att/raverao 
gli armamenti ” ; J. Kuczynski. II livello di mta americano : R. 
Moss^. La via della aervitii: A. Pesknti. 

No. 4, 1949. Riforma fondiaria e proprietd coUivatrice : A. Segni. Stdla 
riforma fondia/ria : R, Grieco. Lime per una riforma fondiaria : I. 
Bosi. Aapetii di una riforma fondiaria nella VaUe Paodoma: A. DB 

POLZER. 
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Nos.* 5~6, 1949. Lo equilibrio tra Veconomia degli U,S,A, e queXla degli cUtri 
paesi capiudistici : 13. Manzocchi. II dissesto delVeconomia hritannica 
nd quadro delle relazioni economiche europee : F. be Cindio. Uindicstria 
meccanica itoLiana : F, Antolini. Oino Borgatta : 8. Steve. 

L'Industrie. 

No. 4, 1949. Scienza economical scienza politica, azionc politica: B. 
Leoni. Lc conaequcnze finanziarie di Keynes : C. Arena. Ricerche 
attomo ai costi di produzione in taluni rami delVindustria : F. Brambilla. 
La Banca Mondiale e lo svUuppo economico dei paesi arrctrati : V. 
Mark AM A. 

Rivista Intcrnazionale di Snenze Sociali, 

jANUARY-FEBRiTARy 1950. Lo stafo prescnte della scienza economica e il 
pensiero di Q, Toniolo : F. Vito. La lotta per r(rrduiamento economico 
nella Russia Soviciica : A. Weber. La tcoria generate del reddito c 
del!occupazionc : 8. B. Anbreobi. Le artenze nuore dvlVuomo e della 
societd : C. Pellizzi. 

Banco di Roma (Review of the Economic Conditions in Italy). 

January 1950. The Programmes and Problems of the Electricity Industry 
in Italy : P, Ferrerio. 

March 1950. The First Stej) in the Fiscal Reform : C. Arena. 

Italian Economic Survey (The Association of Italian Joint Stock 

Companies). 

November-1 Iecember 1949. Production Costs. 

January-February 1950. Unsolved Problems. 

Banca Nazionale del Lavoro Quarterly Review. 

July-September 1949. The Economic Future of Europe and the E.R.P. : 
C. Kodan'o. Public Exjjcnditure, Savings and Foreign Loans in the 
Development of Southern Italy: P. 8ara(’eno. Italian Joint Stock 
Companies from I93<S to 1948 : F. Coppola D'Anna. The Construction 
of Wholesale Price Index Numbers and Wholesale Price Trends in Italy, 
May 1940~July 1949 : M, Imperatori. 

October-December 1949. The Medici Bank : A. Sapori. Causes of 
the Decline hi the Stock Exchange in Italy : L. Federici. Recent Banking 
Developments in Italy * December 1947—Scptc?nber 1949 : G. Pietbanera 
and C. Zacciua. Ilie Keynesians : P. 8. Labini. People's Dwelling 
Houses in Italy : A. SciiiAVi. 

Ekonomisk Tidskrift. 

Register 1899-1949. 

VoL. LI, No. 4, December 1949. Government Paper Money : A unique 
Phase in Swedish Monetary History-: Eli F. Hecksciier. An instructive 
account of the issue of paper money in Sweden between 1789 and 1803. 
The period is interesting in that for the first time in Swedish economic 
literature there appeared r demand for a })ermanent paper standard. 
Atomistic and Holistic Economic Theory : Goran Nybljiin. This article 
deals with fundamentals. An “holistic theory (the word is derived from 
the philosophical writings of Smuts) conceives society as a “ whole ” 
which is something more than the stun of its parts: it puts special 
emphasis on the mutual relationships of the parts (c.g., the individual 
producing and consuming imits, the State and private firms, various 
social groups), the activity of those entities being conditioned by the 
character of the inter-relationship between them. “ Atomistic ” analysis 
concentrates on the behaviour of the individual unit and regards the 
economy as a whole os just an aggregation of these units. In the light 
of this distinction, the article proceeds to classify the major systems of 
economic analysis. First, wo have the system of thought exemplified 
in Quesnay's Tableau and its descendant, Social Accounting. The 
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projection of society as a “ circular flow ” is neither “ atomistic nor 

holistic ” : it is to be regarded as a stai%ing>point not as an end- 
product. Then we come to the “ interdependence *’ systems, from 
Walras to the modem econometric models. The utility fxmctibns, 
production fimctions and behaviour equations of the Walrasian system 
are essentially atomistic; the equilibrium conditions represent a particu¬ 
lar kind of institutional framework within which the activity of the 
planning units takes place. This latter element gives it a slight “ holis¬ 
tic ” flavour; but modern extensions of the system have not changed 
its fundamental quality—the relations assigned to one particular plamiing 
unit are a reality in themselves and exist independently of the functions 
relating to other planning units. J5y the same token econometric models 
with their “ structure coefficients ” remain essentially atomistic. There 
is something far more fundamental than the practical difliculties of 
conducting planned experiments which explains why economic groups 
cannot bo studied in isolation. There have been reactions against 
“ atomism ” from three directions, (a) the philosophical, e.<7., A. G. 
Gruchy, Modern Economic Thought, The. American Contribution (1947), 
(b) the logical, c.g., von Neumann and Morgonstern, Theory of Games and/ 
Economic Behaviour (1947), and (r) the analysis of economic time series, 
e.g., Johan Akerinan, Ehonomish Teori Vols. I and IT (1939 and 1944) 
and Ekonomisk Kausalitet (1936). W ith Quesnay’s Tableau and W'alras’s 
Elements d'ecouo?nie politique (1874), the work of Von Neumann and 
Morgenstom will rank as a third great landmark in the history of specula¬ 
tion in the economic field. It seeks to classify all institutional arrange¬ 
ments, all relations between planning units, that are possible : the activity 
of the units under the given maximising hypothesis is determined by the 
institutional set-up in which they operate. The activity of one unit 
cannot be studied in isolation ; it is bound up' with the character of its 
relations with other units. The Theory of Games is, therefore, genuinely 
“ holistic.” Johan Akerman bases his system on the proposition that a 
causal analysis of business cycles over a period of, say, a century cannot 
be meaningful imless one recognises that tluring such a jieriod the economy 
passes through certain fundamental structural changes. He has made 
a path-breaking study of the concept of “ structure ” and the identifica¬ 
tion of structural landmarks; and ho has reached significant results 
based on an analysis of time series relating to the United Kingdom, the 
U.S.A., France, Germany and Sweden. His concept of “ structure ” 
is quite different from the structure coefficients of the econometric 
models, the latter being essentially atomistic in character. Alcerman’s 
analysis shows that for each structural phase {i,e,, where the structure 
remains approximately constant), there is a corresponding behaviour 
pattern for the individual entities. Samuelson has recently said, in 
discussing the future of economic dynamics, that “ the number of con¬ 
ceivable models is literally infinite and a lifetime may be spent in exploring 
possibilities.” Atomistic analysis lias now become exceedingly compli¬ 
cated and time-consuming. One mky ask whether it is worth it, con¬ 
sidering the criticisms of the relevancy of traditional postulates made by 
thinkers from Voblen to von Neumann and Morgenstem. What is 
needed is not refinement of a technique based on atomistic assumptions 
but an examination of the relation between the traditional and the 
” holistic ” approach with a critical appraisal of the different directions 
in which the latter is developing. The Taxation of Married Couples : 
Gunnar Lindgbbn. An exhaustive and intricate aniysis of the implica¬ 
tions of different methods of levying income tax on married couples. 
It is accompanied by four large folded sheets covered with a host of 
ingenious diagrams. For the connoisseur only. 

SkandinavisJea Banken Aktiebolag, 

XXXI, No. 1, January 1960. The Future Value of Money : G. 
SoDERLUND. Devaluation : P. Jacobsson. Sweden's Merchant Fleet: 
G. Sidenvall. 
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• , Index. 

December 1949. Post-war Development of International Freight Rates, 

March 1950. Devaluation and Economic Policy, The Economic Situation, 
The Proposed Scandinavian Customs Union. Sweden''s Trade with Ger¬ 
many, 

Nationalokonomish TidssJcrift, 

No. 5, 1949. The Net Reproduction Rate Critically Examined : Halvob 
Gille. The Theory of Games, Expectation Analysis and Trade Agree¬ 
ments : K. O. FaxiSn. The attempt to construct a theory of trade- 
agreements brings us into contact with throe types of economic problem : 
exchange negotiations between many parties, the analysis of behaviour 
with respect to such chances of profit or loss as can be handled by the 
probability-analysis approach, and reactions to those other possibilities 
of profit or loss which arise from the fact that the parties participate in 
a game with an undetermined solution. The first is an old problem which 
the theory of games can help us to see in a new way. With the last two, 
we have not got much further than discovering the nature of the problem, 
and our theoretical apparatus does not seem able to solve them. Some 
Perspectives in Public Finance : Arne Lund. The broad trentls in 
thought over the past fifty years have been related to the political aims 
of the period. We can distinguish (1) The idea that the State should 
satisfy some collective needs and related to it the theoretical approach 
that treats public activities as part of the price mechanism and the 
Equivalence theory of taxation. (2) The desire for redistribution of 
income and in connection with it the ability-to-pay xjrincijile. (3) The 
problem of regulating the level of activity and modem theory. These 
three approaches to public-finance theory cannot be reconciled completely; 
the present task is to consider where the difibreiit aims clash and also to 
analyse the efi'ects of public finance on productivity which has now be¬ 
come important. Scarcity of Goods and scarcity of Labour during an 
open inflation : Bent Hansen. An ingenious theoretical analysis of a 
continuous open inflation where the labour market and wages occupy as 
important a place as the goods market and prices. Demand for labour 
is an increasing function of the prico-wage ratio and demand for goods a 
decreasing function (because of the lower propensity to consume following 
a shift to profits). There is an “ equilibrium price-wage ratio such 
that the excess demand for goods and for labour are such that the 
proportional rate of increase of prices and wages are equal, thus main¬ 
taining the ratio. A fall in the quantity of goods available due to in¬ 
creased Government purchases will initially raise the excess demand for 
goods without affecting that for labour so that for a time prices will rise 
faster than wages until a new equilibrium price-wage ratio is reached. 
The abolition of infiation in the goods market, say by tax increases, will 
not necessarily abolish it in the labour market, for the price-wage ratio 
may be such that each individual firm is prepared to pay higher wages 
to obtain more labour. Anti-Trust in the V,S,A. : Hans Brems. A 
survey of Court decisions in the last decade. Some Remarks on a Ami's 
pricing policy with respect to a spalicd inarket: Svend Fredens. A 
theoretical analysis of the maximum profit position of a firm selling to a 
number of sub-markets between which arbitrage is possible (a) with the 
different prices in different markets independent of one-another (within 
the limits set by the possibility of arbitrage), and (b) with zone or base- 
point pricing. It is shown that (6) will be less or at the most equaUy 
profitable. The author maintains that it is wrong to call (6) a special 
case of (o) {i.e., of free price-discrimination), since his formula for the 
most profitable price under (6) contains that for (a) as a special case. 
No common-sense explanation of this proposition is attempted. The 
formation of the rate of interest on the bonds of Credit Associations : 
Heinrich Larsen. Keynesian interest theory is too simple. It m^t 
be developed by distin^ishing various kinds of assets on tlie supply side 
and different holders of assets on the demand side {e,g,, banks, insurance, 
companies, firms, etc.). Thus in order to be applied to particular 
No. 238 —^VOL. LX. F F 
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countries and in order to explain the structure of interest rates, interest 
theory must be institutional. The author illustrates this theme in his 
analysis of the rates of interest on Credit Association bonds of different 
matmities. He shows that there is no “ level of interest rates *’ because 
the prices of the different bonds do not always move in the same direction, 
and that interest-rate differentials cannot (in Denmark) be explained only 
by expectations of future rates. 

No. 6, 1949. Cartels and Competition : Hans Bbems. Tlie author first 
defines cartels (in such a way as to exclude combines and interlocking 
directorates) and competition (os the attempt to increase one’s share of 
the market). In the latter connection he criticises Triflftn’s definition 
because it refers to the behaviour of buyers and not to that of the sellers. 
Ho then attacks the view that even in the absence of cartels there could 
not be competition in industries with large fixed costs, showing that a 
price below average variable costs will result only in a sj>ecial case. For 
five types of cartel agreement he then examines the possibilities for some 
form of comj)etition to exist and the incentives to technological improve¬ 
ment. He distinguishes between existing cartels and negotiations for 
the formation of a cartel; in the former case the incentives are low, while * 
in the latter case teclmological superiority gives a firm bargaining power, 
but this does not necessarily mean that the new products and processes 
will actually be used if an agreement is concludt^d. Throughout, the 
argument is illustrated by actual examples. 7^he Dhnsion oj Natim\al 
Income between Social Groups : Einar Cohn. The author brings to¬ 
gether statistics of income distribution in Denmark at various years in 
the past three-quarters of a century, and comments upon them. The 
share of wages has been fairly (‘onstant. The General Agreement on 
Tariffs and Trade : Paul Gersmann. 

Statistical Bulletin of Israel. 

VoL. I, No. 3, September-October 1949. 

Moneda y Credito. 

Jt^NE 1949. La heulla economica de las capitahs his'panomusulmanas : 
R. Carandk. NacionaliTiacion de la indnstria en Gran Bretana : A. G. 
Orbaneja, Thorstein Veblen : F. Estape. 

September 1949, La hacienda de (Uistilla bajo Carlos V : 0. Conicilio. 
La economia de la Espaha cristiana en los sights IX y X : L. G. i>e 
Valdeavellano. Dos puntos de vista acerca de la Tcoria del Dinero : 
J. SardA. 

El Trimestre Economico. 

July-September 1949. El desarroUo economico de la America Latina y 
algunos de stis prmcipales problemas : R. Prebisch. Ensayo sobre la 
ecoyiomia de la caha de azhcar en Cuba : J. Alienes y Urosa. 

October-December 1949. XJn metodo de cdlcvlo del desarroUo economico 
aplicado al Brasil: V. L. Marrama. La industrializacion de AnUrica 
Latina : M. Kybax.. Un indice del hienestar pdblico: R. Fernandez y 
Fernandez. Alfred Marshall y nuestro tiempo : A. Laounilla InAr- 
RiTu. Las patentee en Mexico de 1867 a 1876 : C, H. Gardiner. 

Revista de Economia. 

December 1949. Sondagens no dominio do rendirnento nacional: S. de 
Abreu. 

Revisia Brasileira de Economia. 

VoL. Ill, No. 3, September 1949. Estabiliza/^d dos pregos : E. Gudin. 
Relacdes de troca post-guerra entre paises sub-defienvolvidos e paises in- 
dustricdizados. O desenvolvimento economico da Amirica Latina e sens 
principais problemas : R. Prebisch. 

OhzoT NdrodohospoddrsTcy (Czech text). 

No. 1, September 1949. An Attetnpted New Revolution in Economics : 

J, NebesAr. (This is a critical examination of some of the views of tlie 
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pjDst-Keynesian school.) Social Accounting on a Regional Basis and the 
rroductivity of Labour r J. Okbouhl.'!^. 21ie comparability of foreign 
trade statietica : Z. P'afl. 

No. 2, October 1949. The MarahaUiaation of Western Europe Continues : 
Z. Blaze J. Credit as an Instrument of Planned Economic Control: 
M. Koudelka. The New Czechoalovak Arramje^nents Regarding the 
Purchase and Distribution of Agricultural Products : V. Vesel^. 

No. 3, November 1949. Th>e Creation of Credit Currency : J, Danecek. 
The Social Elements in Economic Planning : J. Sima. Convertibility or 
Transferability ? : M. H. 

No. 4, December 1949. The Productivity of Labour in Agriculture : J. 
PrazAk. The Holiday Industry in Czcchoslovalcia in 1947 and in Slovakia 
in 1948 : B. V. Cerny. National Enterprises in the German Deinocratic 
Republic and their Financing : D. Beneh. 

No. 6, January 1950. How to Achieve the Fulfilment of the Economic 
Plan : J. BerAk. Comrminal Enterprises: D. PaleckovA. Trade 
Unionists and Productivity : E. S. Indices as a Tool for Planning : 8. 
Rezny. 

Each issue contains also short notes on current international and 
domestic problems of economic and political interest. 

Revue de la Faculte des Sciences J^conorniques dc Wniversite D'Istanbul. 

Jui.Y 1948. Die Ncuordnting des Zentralbankwcsens in Deutschland : 
Irmler. Jai Xotion Fiscale de Benefice <t la Theorie £conomique du 
Profit: R. la Oarrioue. 

Slatisztikai Szernle (Hungarian text). 

October-Noyember 1949. Lenin and Soviet Statistics : I. PissAREV. 
Agricultural Aspects of the 1949 census of Population and the Data from 
Bekes county. The Organisation of the Census and of Statistical Surveys. 
Statistical Requirements of the Socialist Planning of Transpe/rt : L. 
Kubinyi. Reflections on the Study "'Some problems in the theory of the 
study of productivity I' Recent Progress in the Soviet Economy: J. 
(luREVicn. Alexis Fen yes : A. Vert. A Glossary of Statistical 
Terminology. 

Gazdasdg (Htinganan text). 

\'oL. IV, No. 22, November 1949. A Criticism of our Systc77i of Education 
in Accountancy : T. Varro. Reserves for the Increase of Labour Pro¬ 
ductivity : Cl. pRUavEN-szKi. The Basic Thiory of Socialist Accountmg : 
1. Fugaras. The Guaranteeing of Credit : M. Riesz. The Standard of 
Engagement and other Changes Affecting the Formation of Total Costs : A. 
Rad6. 

VoL. IV, No. 23, December 1949. Planned Cost Prices : Z. RomAn. 
Soviet Commerce : P. Szj?:kely, The Leading Aspects of Productivity in 
State Forestry : 8. Erdos. The Standard of Engagement and other 

Cha^iges Affecting the Fannalion of T'oted Costs : A. Kai) 6 (continued). 

Voprosy Ekonomiki (Russian text). 

No. 10, 1949. The Lenin Progra^nme for the Socialist Transfor^nation of 
Russia (Economic Platform of the Bolsheviks on the Eve of the October 
Revolution) : 1. Gladkov, “ Personal Economic Accounting —a New 
Form of Socialist Emidation and Cost Accounting : 8. Tatur. Reorganisa¬ 
tion of Agriculture in Countries of Popular Democracy : N. Pukhlov. 
l^icreased Currency Chaos and Inflation in the Capitalist World: A. Alek¬ 
seev. Post-war Restoration of Ukrainian Machine Construction : A. 
Omarovski. The Imperialist Struiggle for the Antarctic : 8. Mikhailov, 
No. 11, 1949. Malenkov's Report on the Slst Anniversary of the Revolution. 
A Giant of Soviet Industry (25th Anniversary of the Moscow “ Stalin " 
Automobile Factory): B. Benidze, The Past 150 Years of the “ Tryokh- 
gomaia Manufaktura " : R. Mikhailov. The Historic Victory of the 
Chinese People: V. Maslennikov. The Formalion of the German 
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People^8 Repvhlic—a Turning Point in the , History of Europe : G. 
Grigoriev. The Socialist lieorganisation of Agriculture in Bulgaria and 
the Class Struggle in the Bulgarian Village : V. Tikhomirov. The Work- 
ing Class of Latin America in the Struggle for Independence and Democracy : 
M. Dakilievich. On Methods of Determining the Economic Efficacy 
of Adopting Machines in the Soviet Economy : A. Yemelianov. The 
Economic Achievements of Democratic Hungary: L. Markov and lu. Sizov. 

No. 12, 1949. Stalin, the Great Theoretician of Socialist Ecotxomy: K. 
Ostrovitianov. Stalin on the Ways of Building Communism in the 
U,S,S.E, : A. Liapin. Stalin, the Great Leader and Teacher of the 
World's Proletariat: S. Ivanov. Stalin, the Theoretician and Organizer 
of Collective Farming in the U.S.SJl. : A. Karavaev. Stalin, the 
Jnspirer and Organizer of the Creation of a Second Coal and Metallurgy 
Base in the U,S,S.R. : V. Mikhailova. The Triumph of the Lenirtr- 
Stalin Nationality Policy (on the 20th Anniversary of the Formation of the 
Tajik S.SJi,): I. Narzikulov. The Lenin-Stalin Teaching on Nations 
and the National-Colonial Revolution : V. Vasilieva. 

Planovoye Khoziaistvo (Russian text). 

No. 5, 1949. New Victories of the Soviet People in the Struggle for Fulfdment 
of the Post-war Stalin Five Year Plan Ahead of Time, The 10th and 11th 
Volumes of the Collected Wcrrks of Comrade Stalin : A, Kovalievski. 
Specialisation a)%d Co-operation in Machine Construction : 1. Maksimov. 
Organisalion and Payment of Labour in Kolkhozy: G. Gaponenko. The 
Collective Agreement—a weapon for the fulfdment of the State Plans : I, 
Baranov. Devaluation of Currencies in the Capitalist Countries : M. 
Poliakov and V. Trubenkov. 

No. 6, 1949. The Great Leader and Teacher of the Toiling People of the 
Whole World, Stalin and the Socialist Planning of the National Economy : 
G. PiEROV. The Science of the Stalin Epoch : S. Vavilov. The Great 
Creative Strength of Socialist Labour: I. Kuzminov. Twenty-fifth 
Anniversary of J, V, Stalin's speech “ on the problems of Agrarian policy 
in the U.S,S,R," : E. Sollertinskaia. Comrade Stain's development 
of Lenin's theory of Imperialism : A. Leontiev. 

Gospodarka PlaHowa (Polish text), 

November 1949. The Soviet Union a Model Country for a Democratic 
Poland. The Role of the Party of Lenin-Stalin in Organising Socialist 
Competition : L. Byczkow. Some Problems of the FinancM Plan in 
Connection with our Foreign Trade : S. Polaczek. Against Faulty Con¬ 
ceptions in Finance : B. MiNC. Principles of the Rationalisation Move¬ 
ment : M. Lesz. The Six-year Plan for Electricity : P. Nowacki. The 
Alha}iian Five-year Plan : M. Jarecz. 

December 1949. Problems of Planning in Stalin's Works during 1917-33, 
The Fulfilment of the three-year Plan before Schedule : J. Marzec. The 
1960 Foreign T'rade Plan : J. Krynicki. Barter Transactions in the 
Plamicd Economy : S. Szatowski. The Mineral Industry in the Six- 
year Plan : S. Lewin. Soviet Experience in Co-opercUion between Science 
and Industry : J, Artiemienko. Plamied Agriculture in the People's 
Democracits : J. Kosemin. 

Wiadomoici Narodowego Banku Polskiego (Polish text). 

No. 10, October 1949. Planned Accountancy—the Means to Improve 
Planned Finance : Z. Witkowski. A Project to Standardise Current 
Accownts in all Banka : K. Niemski. Principles of Financing Ivvest- 
tnent in 1950 : R. Secomski. The Soviet Plan for Cash Accounts : S, 

ZURAWICKI. 

Nos. 11-12, Novbmber-December 1949. A Plan for Controlling the 
Exploitation of Enterprises^ Based on Short Term Output Plans : Z. 
Witkowski. Elements of Certain Problems in Public Finance : L, 
Kxtrowski. Problems of Standardising the Means of Exchange : T. 
Cholinski. The Structure of Monetary Circulation ana its Significance : 
M. Kucharski. The Balance qf Trade : A, Sibbbneiohbn. 
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pari 1 Kredit (Monnaie et Credit) {Bii^arian text, French and Bueaxan 
' summaries). 

No. 3, 1949. The Fifth Anniversary of the Fatherland Front Government: I. 
Paliisky. The Financial Organisation of our Industry in the Tramition 
from Capitalism to Socialism : L. Ralchev. Principles of the Finance 
of Agricultural Investment: D. Sapundzev. Financial Control as an 
Indispensable Condition for the Consolidation of Accounting in a Socialist 
Economy : A. Ganeva. The Special Character of Intern^ Loans under 
Socialism: P. Manevsky. Conference of Bulgarian Bank Representatives: 
Report. 

No. 4, 1949. The Utilization of Soviet Experience in Banking : C. Lazabov. 
The New Lines of Development of the Bulgarian National Bank : A, 
Mechkabov. New Methods for the Attractio)i of Bank Deposits under the. 
Socialist System : I, Paliisky. The Credit and Control of Popular 
Banks : A. Kassabov. The System of Control in Soviet Investment 
Banks: D. Sapundzev. National Income and Capital Investment: 
K. Popov. The Housing Crisis and Loans and Savings Deposits for the 
Construction of Houses : K. Pebgelov. 

The Economic Studies Quarterly (Ths articles are published in 
Japanese, without English Summaries). 

VoL. 1, No. 1, Januaby 1960. Joseph A. Schumpeter : I. Nakayama. A 
General Theory of Stability: T. Yasui. Comparative Statics and Stability 
Conditions : M. Fukuoka. Notes on Special Dynamic Process : H. 
Fubuya, Minimum Cost of Living and EngeVs Law: H. Iemoto. The 
Concept of Income : K. Kinosiiita. Some Considerations on the I'heory 
of Multiplier : K. Mizutani. On the Theoretical Model of the Postwar 
Japanese Economy : M. Shinohaba. Changes in the Volume of Foreign 
Trade arid the National Income : T. Watanabe. 


NEW BOOKS. 

British. 

Annual Report of the Council, 1948-194S). London: Royal 
Institute of International Affairs, 1950. 9". Pp. 94. Is. 

[A record of the activities of Chatham House during the year ended June 30, 
1949.] 

British Tourist and Holidays Board. Report on an Inquiry 
carried out by the Hotels Committee into Hotel Services in Great 
Britain from the User’s Point of View. London ; British Tourist and 
Holidays Board, 1950. 9". Pp. 12. 3d. 

[A survey of the service provided by hotels, prepared by the Hotels Committee 
of the British Tourist and Holidays Board with one eye on invisible exports.] 

Burton (J. H.). Control through Accounts. London : Gee & 
Co., 1950. 8i". T^. 63. 8^. 6d. 

[This book has been developed from a lecture given by the author during 
February 1949. It shows how accoxmts may be used to assist in control of a 
business in various ways. These include costing, control over stocks, proper 
stores accoimts, careful apportionment of overheads so that goods are properly 
priced, budgetary control and competent use of statistics. Each of these aspects 
is examined in turn.] 

BrrssOHATJ (W. J.). The Measure of Gold. Tlie role of gold as 
iaternational money. South A&ica; Central News Agency, 1949. 
8f'. ix + 164. 12a. 6d. 

[To be reviewed.] 
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The Certified and Corporate Accountants’ Year Book, 1949-50. 
London : Association of Certified and Corporate Accountants, 1950. 
1". I^. 636. 

[Lists of members, both in aphabotioal order and under the towns in which 
they practice. Particulars of examinations are also included.] 

Chatbrjt (R.). Indian Economics. 2 vols. Calcutta : Chatter- 
jee, 1949. 8^". Pp. 474. Rs. 8. 

[A new, fourth, edition of an established text-book of Indian economics. The 
first volume covers the economic geography of India, its population, social organ¬ 
isation, the economic transition of this century, the special problems of Indian 
agriculture, including land tenures. That volume goes on to deal with Indian 
industries, their labour supplies and the problems of foreign trade. The second 
volume covers transporti, currency, banking and finance, and the problems of 
economic reconstruction, planning and controls.] 

Clemens (J. H.). Balance Sheets and the Lending Banker. A 
new assessment of accounts and accounting ratios in relation to bank 
advances. London: Europa Publications, 1949. 9". Pp. 197. 

125. 6d. 

[To bo reviewed.] 

CoASE (R. IL). British Broadcasting. A study in mono])oly. 
London : London School of Economics and Longmans, Green, 1950. 
9". Pp. viii + 206. 125. 6d. 

[To bo reviewed.] 

Comjjany Formation in Australia. Melbourne and London: 
Union Bank of Australia, 1950. 8|". Pp. 60. 

[This is a small book of notes which deals with the legal problems confronting 
anyone who wishes to set up a company m Australia. They cover a wide range 
of issues, including income tax, factory niul health regulations, patents, limd tenure, 
as well as the more obvious issues of capital raising, statutory meetings and so on.] 

Co-operators’ Year Book, 1950. Leicester : Co-ojierative Printing 
Society, 1950. 7|". Pp. 128. Ls. 

[This year book contains a series of art icles on different a.sj>oct8 of co-operation.] 

Deodikar (G. B.). a DesigJi Ibr the Layout of Indian Transport 
and Communication System. Bombay: Indian Society of Agri¬ 
cultural Economics, 1949. 10". Pj). ix + 97. 

[A proposal for improving India’s transport, and thus her productivity, by 
constructing a rectangular grid of roads, roadways and air services, placing new 
federal cities at the main points of int,orsoction.] 

Dickinson (G.), Road Haulage 0])eration. A students’ hand¬ 
book. London : Isaac Pitman, 1950. Pp. viii -J- 187. 155. 

[To be reviewed.] 

Dollar Sales Advertising and Sales Promotion. A practical guide 
to the advertising and merchandising of British goods in the U.S.A. 
and Canada, London : Dollar Exjiorts Board, 1950. 9|". Pp. 24. 
I5. 

[This booklet is addressed to manufacturers wishing to break into the American 
market. It is intended as a practical guide to the problems of advertising and 
merchandising. It is packed with hard-headed and realistic information and 
advice, and will be very useful to any potential exporter to those markets. In 
particular, it insists that advertising should answer the question of the potential 
American buyer “ What is there in it for mo ? ” rather than make vague appeals 
based on the quality of British products.] 

Edwards (R. S.). Co-operative Industrial Research. London: 
Pitman, 1950. 8J". Pp. xiv -f 285. 20«. 

[To be reviewed.] 
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European Steel Trends.' London : British Iron and Steel Federa¬ 
tion, 1950. 10". Pp. 9. 

[This is in effect a aiimniary and critique of the recent report of the Economic 
Commission for Europe entitled European Steel Trends in the Setting of the World 
Market,] 

Fasnacht (G. E.). Lord Acton on Nationality and Socialism. 
London : Oxford University Press, 1949. 7". Pp. 32. 2s. M. 

[Two lectures given by Mr. Fasnacht, who is a Staff Lecturer of the Oxford 
Delegacy for Extra-Mural Studies, at a Summer School in Oxford during 1949.] 

Gandhi (M. P.) (Ed.). The Indian Cotton Textile Industry (1949 
annual). Bombay : Gandhi & Co., 1949. 10". Pp. lii 174 + 

xxxi. Bs. 6. 

[This provides one of <h(' best annual reviews of the Indian Cotton Industry. 
In 1949 conditions had changed greatly from those of earlier years when insuffi¬ 
ciency of sujiply, black markets, complaints of delays had boon the chief features. 
Now the position is revcrsiHl. Demand is tapering off faster than suits the health 
of the industry, stocks are accumulating, production is being reduced, prices are 
being cut, mills are Isung closed and unemployint'nt is mounting.] 

Gandhi (M. P.) (Ed.). The Indian Handloom Weaving Industry 
Annual, 1949. Bombay : (^andhi & Co., 1949. 9|". Pp. 68. Rs. 

1 . 8 . 0 . 

[A new edition of this Annual, w'hicdi gives detaih'd information and statistics 
regarding th(' Indian hand loom industry. In 1949 the hand-loom industry 
WHS in the doldruins. This was partly because war and post-war boom conditions 
'were <hsappenring, partly bocause of interruptions of trade with Pakistan.] 

Haw’they (R. G.). The Balance of Payments and the Standard of 
Living. London : Royal Institute of International Affairs, 1950. 
8i". Pp. 158. 8.<?. (W.’ 

[U'o bo rov’iew'ed.j 

Hawteey (R. (5.). Currency and Credit. Fourth edition. Lon¬ 
don : Longmans, Green, 1950. 8J". Pj). viii + 475. 255. 

[In this fourth edition Professor Hnwtroy has substantially revised the book 
as compared with the third edition of 1927. The chief changes are : a revision of 
Chapter II, whore ho has developed more fully lus views of the quantity theory 
as a jmrticular ease of a demand function and his differences of interpretation 
from those of Kejmes, Chajitors IV and V now'deal respectively with Consumers’ 
Income and Outlay and with Investment and Disposals—Professor Hawrtroy is 
still convinced of the efficacy of small changes of interest rates in influencing 
capital outlay, a new Chapter Vlll covers more concisely the problems of the 
mechanism of Foreign Exchange and removes a section in winch (as Professor 
Hawtrc»y explains) he accepted the view’ that “ the position of London as a 
flnaniinJ centre dcpeiidetl on a faithful adherence to the stimdard and a familiar 
gold purity,” and in whaii, therefore, lie w'us buikbng upon an unchallongcd, but 
unverified, dogma of the City, the chapters in the earlier edition wiiich dealt 
with Finaiuial Crises, Money and Coinage and the Theory of Banking, have been 
suppressed and the jiomts dealt with more briefly elsew’here or in a new shorter 
chapter on Fimmcial Crises. The space saved by these abbreviations has been 
devoted to the fuller treatment of the quantity theory and of income and outlay 
indicated above. It is good to see an old friend so effectively rejuv’^enatod.J 

Hicks (J. R.). A Contribution to the Theory of the Trade Cycle. 
Oxford : Clarendon Ih-css, 1950. '. Pp. 201. 10«. 

[To be reviewed.] 

Hoitrston (J. P.). Conversations in the Train. London : Becks’ 
Printing Works, 1950. 9rf. 

[In this series of imaginary conversations in the train, the author argues with 
a working-class acquaintance, with slightly socialist leanings, stage by stage, the 
virtues of a free-enterprise economy. The economist, reading between the lines, 
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will 800 , turn by turn, the elements of the economic theory of a free-enterprise 
system simply and effectively set out and carrying conviction to the hjrpothetical 
companion of the journey. The treatment is amusing, skilful, but designedly 
slight.] 

Hulbert-Powell (Evelyn). Our Threatened Industries. Lon¬ 
don : HoUis & Carter, 1950. Pp. viii + 134. 4^. 6d. 

[This book, which appeared a few days before the election, is a survey of the 
recent history and achievements of the mdustrios threatened by nationalisation— 
iron and steel, sugar refining, cement, industrial assurance, the wholesale meat 
trade, water supply, the wholesale fruit and vegetable trade. The author would 
almost certainly not claim that it was anything but a vigorous ex-parte statement 
of the case for these industries to continue under private ownership. The book 
does, novortheloss, contain a substantial proportion of the evidence on which a 
more dispassionate judgment should bo based, and anyone concerned to make up 
his own mind will find much valuable matter in it.] 

iNNis (H. A.). Empire and Communications. Oxford : Clarendon 
Press, 1950. 7J". Pp. 230. 15.9. 

[To bo reviewed.] 

The Institute of Chartered Accountants in England and Wales. 
List of Members, 1950. London : Institute of Chartered Accountants, 
1950. 8". Pp. 720. 

[The annual list of members and their firms, together with the officers and 
committee of the Council and its District Societies and lists of members in 
practice in different towns.] 

Jefferys (J. B.) assisted by MoColl (Margaret) and Levett 
(G. L.). The Distribution of Consumer Goods. National Institute of 
Economic and Social Research. Economic and Social Studies, IX. 
Cambridge University Press, 1950. 9". Pp. xix + 430. 35.9. 

[To be reviewed.] 

Jeffreys (R.). The King’s Highway. An historical and auto¬ 
biographical record of the developraeiits of the past sixty years. 
London : Batch worth Press, 1949. 8'’. Pp. xii + 292. 18^. 

[To be reviewed.] 

Johnston (K. H.). British Railways and Economic Recovery. A 
sociological study of the transport f)roblem. London : Clerke & 
Cockeran, 1949. 8". Pp. 352. 18.9. 

[To be reviewed.] 

Klein (L.). The Keynesian llevolution. London : M a emillan , 
1950. 8^". Pp. 218. 16». 

[To be reviewed.] 

Lancaster (N. G.) . The Accounts of a Small Company, illustrating 
the operation of budgeting and standard costs. Birmingham : Cornish 
Bros., 1949. 8J". Pp. 18. 2s. 

[The first of a series of pamphlets to be published by the Department of 
Economics and Business Administration of the City of Birmingham Commercial 
College. Its purpose is to illustrate the operations of standard costing and 
budgeting by applying them to an imaginary small engineering company.] 

Lloyd (A.). Quaker Social History, 1669-1738. London: Lontr- 
mans, Green, 1950. 8|". Pp. xv -f 207. 21a. 

[To be reviewed.] 

London Travel Survey 1949. London: London Transport 
Executive, 1950. 9". Pp. 47. ^ 

[A Btatiatioal survey, baaed on sampling methods, of London travel, 
both travel to work and other more casual travel. It analyses weekly expendit^ 
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on travel in relation to income; the times of peak demand and the times spent in 
travel, the proportions of journeys involving changes and the preferences as regards 
types of transport.] 

MacGregor ( J. J. ). The Forest Economy of Three Private Estates 
in Great Britain. University of Oxford : lmi)erial Forestry Institute, 

1949. 10". I^. 95. Is. Qd. 

[This monograph is based on the records of three separate and widely scattered 
estates, for each of w'hich fairly detailed records are av'ailable over a long run of 
years.] 

Matjnier (R.). Edited and translated by E. R. Lorimer. The 
Sociology of Colonics. An introduction to the study of race contact. 
2 vols. London : Routledge & Kogan Paul, 1949. 8^'. Pp. xii + 
707. 

[To bo reviewed.] 

Mehta (M. M.). Structure of Cotton-Mill Industry of India. 
Allahabad : Central Book Depot, 1949. 9". Pp. 327. Rs. 12.8. 

[To be reviewed.] 

Meredith (H. O.). Economic History of England. A study in 
social development. 5th edition. London: Pitman, 1950. 9". Pp. 
vi + 434. 10,«f. 6d. 

[This new, fifth, edition of a text-book familiar to many generations of 
students, has been prepared by Mr. C. Kills. Part V, entitled “ The Widening of 
the Economic Struggle —the Twentieth (Century.'’ contains much new material, 
particularly in two chufiters dealing with “ Departure from LaivSser-Faire ” 
and “ The (changing Economic Structure.’' 7’hey take ai'count of events down to 
1947.] 

Milward (G. E.) (Ed.). Large-Scale Organisation. London: 
Macdonald & Evans (For the Institute of Public Administration), 

1950. Pp. xxi + 225. 16,9. 

[This volume, produced for the British Institute of Management, prints a series 
of short accounts, by persons high in the bodies concerned, of the forms of organ¬ 
isation of some of the leading British industrial, commercial and public institutions. 
Thus, amongst others, 8ir (Geoffrey Ileyw’orth gives an account of Lever Brothers' 
imd Enilevor’s organisation; Mr. L>ticx writes about Mr. Underwood 

describes the Prudential; Mr. Shone describes the Iron and Steel Federation. 
Other institutions similarly described include the Ministry of National Ser\dce, 
the Post Office, the British ’'fransport Commission, the L.C.C., the Bank of England, 
the Midland Bank, the Board of Inland Rev'cnue. Mr. Simpson, Director of 
Organisation and Methods at the Treasury, writes an introduction, and Sir Charles 
lienold sums up at the end.j 

Mottram (R. H.) and Coote (C.). Through Five Generations. 
The History of the Butterley Company, London ; Faber & Faber, 
1950. 8J". I^. 181. 12,9. 6d. 

[To be reviewed.] 

Nevile (G. W.). Denationalisation in Practice. London : Indi¬ 
vidualist Bookshop, 1950. 71". Pp. 45. 2s. 

[A pre-election pamphlet showing how nationalised industries have been 
denationalised in other coimtries. Among examples quoted are tho sale of the 
Australian State Shipping and the separation of various state railways in varying 
degrees from political administration. If one leaves out the denationalisation of 
industries and transport systems which had been taken under gov emment control 
during war-time for special war-time reasons, the instances of actual denationalisa¬ 
tion, in the full sense of return to private ownership, seem to be very few.] 

Ord (L. C.). Industrial Facts and Fallacies. A contribution to 
national recovery. London : Mayflower Publishing Company, 1950. 
7". Pp. xi + 207. 10s. 6d. 

[To be reviewed.] 
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The Pattern and Finance of Foreign Trade. With special reference 
to the City of London. London: Eiiropa Publications (for the 
Institute of Bankers), 1949. 8|". Pp. 231. 15^. 

[To bo reviewed.] 

Patterns of British Life. London : Hulton Press, 1950. 10^". 

Pp. 144. 25.9. 

[To be reviewed.] 

P.E.P. Motor Vehicles. A report' on the industry. London: 
P.E.P., 1950. 9J". Pp. 164. 15,.. 

[To be reviewed.] 

Reid (D. C.). Money and Organisation. London : Macdonald & 
Evans, 1950. 8.i". Pp. ix + 128. HXs*. 

[To bo reviewed.] 

Roover (R. de). .Gresham on Foreign Exchange. An essay on 
early English Mercantilism with the text of Sir Thomas Gresham's 
memorandum for the understanding of the Exchange. Cambridge, 
Mass. : Harvard University Press (London : Geoffrey Cumberlege), 
1949. 9". Pp. xiv + 348. 48.9. 

[To bo reviewed.] 

ScHLESiNGER (R.). Marx, His Time and Ours. London : Rout- 
ledge & Kegan Paul, 1950. 8|''. Pp. xi |- 440. 30 a\ 

[To bo reviewed,] 

SenuMPETBR (J. A.). Capitalism, Socialism and Democracy. 
London: Allen & Unwin, 1950. 8^'. Pp. xvi *1 412. J0.9. 

[This IS a new edition, which will bo roviowed, of a now woll-knov/n book, 
first reviewed in the Economic Jouknal of Dooembor 1943, by Mrs. Robinson. 
In this new edition, Prof. Schumpeter, of whose recent death this serves as a sad 
reminder, has taken the opportunity to comment upon the English developments 
since the war and to fit them into the general frame work of his analysis.] 

Sewell Bray (F.). The Measurement of Profit. London : 
Oxford University Press, 1950. 8,^'. Pp. viii f 80. lO*’. 

[To bo reviewed,] 

Sewell Bray^ (F,). Social Accounts and the Business Enterjirise 
Sector of the National Economy. University of Cambridge Depart¬ 
ment of Applied Economics Monograjdis, 2. Cambridge : University 
Press, 1949. 9J". Pp. viii + 100. 10*9. iSd. 

[To bo roview^ed.] 

Sewell Bray (F.) and Sheasby (H. B.). Design of Accounts. 
Third edition. London: Oxford University Press, 1950. 8U'. 
Pp. 372. 15*9. 

[In this new edition of the book, reviewed by Mr. Stone in the Economic Journal 
of June 1946, the author has brought it up-to-date in several ways. The principal 
of these is that it now includes specimen aoeounts related to the requirements of 
the Companies Act, 1948.] 

Smith (J. H.) and Richardson (Prudence P.). . Farming in the 
Lincolnshire Limestone Areas, 1936 to 1947. Sutton Bonington, 
Loughborough : Department of Agricultural Economics, University of 
Nottingham School of Agriculture, 1950. 9|". I*p. 99. 2«. M. 

[A detailed statistical study by two members of the Deportment of Agricultural 
Economics of the University of Nottingham School of Agriculture of two areas in 
Dmcolnshire. It covers the results of the years 1936-47. Varying num^ra of 
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farms composed the sample in different years, but roughly 20 to 30 farms in each 
area were included. Figures aVe given, amongst other things, for yields, receipts, 
farm income and the distribution of the income. Some of the latter figures are 
interesting. For the three years 1937-39, on the Kesteven Limestone the ini*omo 
divisible between wages, rent and farm income per 100 acres was about £410; 
for the years 1945-47 it was about £1,140. The verdict of the authors is that 
“ the fundamental problem in the limestone areas is to obtain a bettor balance 
between cash crop and livestock enterprises, and unless this can be acliioved there 
is real risk that the fertility of these soils will be exhausted.”] 

Smith (0. R.). The Conduct of and Procedure at Public Com])any 
and Local Government MeetingB. 18th edition. London : Jordan & 
SoiiB, 1950. 7". P]). xvi + 2(53, 10.s\ Gd. 

[A now edition of a standard work on tlie conduct of meetings.] 

Somervell (H.). Industrial Peace in our Time. London : Allen 
& Unwin, 1950. 8^". Pp. 224. \5s, 

[To be reviewed.] 

Roper (J. I.). Joint Consultation and Res|)onsibility in Modern 
Industry. A guide for trade union students. London : Workers’ 
Educational Association, 1950. 8j". Pp. 72. 2s, 

[A W.E.A. Study Outline whicli deals with the new ]>roblems confronting 
trade unionism, industry, trade unions and management respectively in relataui 
to tlie democratic idea, the ditliculties in practice, tlie coricejit of workers' control, 
w'orks coiirudls and consultative committees, joint re.sponsil)ility and education 
for responsibility.] 

Thomas (L.). The IIeveloj)ment of Wire Rod Prodiution. A 
study of the industry with particular reference to the United Kingdom. 
(Wdiff: Guest Keen & Nettlefolds, 1949. 10"'. P]). 78. Privately 

circulated. 

[A jiopular and generously illustrated account of this brancli of the steel 
industry, published for private circulation by Guest Keen anti Nettlefolds (South 
Wales), Ltd. It contains a largo body of statistical information about the 
industry and a comparison of Ihiited Kingdom and United States rod mills.] 

Unwin (Sir Stani.ey). How (Jovornments Treat Books. Lon¬ 
don : Allen & Unwin, 1950. '. Pp. 8. 

[A reprint of an Article in Life and Letters m w hich Sir Stanley Uiiwdn castigates 
with his customary vigour tlie governments which tax b(.>oks and learning. An 
inserted slip drawls our atteiuion to the latest folly; n puichase tax of 
declared by our own Board of Trade to be collectable on the sixpezmy sets of book 
tallies designed for children.] 

Whitaker 1950. Corai>lote edition. Ijondon : Whitaker, 1950, 
7|". Pp. 112G + xxix. 12.S-. ikl. 

[Besides the usual information, there is some now and use^ful matter covering 
the staffs of the boards of nationalised industries.] 

Wright (F. J.). Commercial Law. Vol. 2. London: English 
Universities Press, 1950. “8^". Pp. xi + 331. IOn. Gd. 

[This now» second volume is primarily concerned w'itli the Sale of Goods, 
Negotiable Instruments, Carriage, Insurance. A section di'als rather briefly with 
Legal Forms of Undertakings. Another 80 (‘tion covers such matters as bank- 
ruptey, arbitration, patents, designs and copyright.] 

American. 

Alasoo (J.). Intellectual Capitalism. A Study of changing 
ownership and control in modern industrial society. New York and 
London: World University Press, 1960. 8". Pp. xviii -f 140. 

$3.00. 

[To be reviewefl.J 
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Albrecht (W. P.). William Hazlitt and the Malthusian Con¬ 
troversy. Albuquerque: University of New Mexico Press, 1950. 
9". Pp. 124. 

[A study of the origin and settings of Malthus’ Essay and an analysis of Hazlitt *s 
Reply.] 

Amman (G. T.). Invisible Barrier. A tax specialist’s analysis of 
the business cycle. Los Angeles ; DeVorss, 1949. 8". Pp. 208. 

[To be reviewed.] 

Altman (R.). Availability for Work. Cambridge, Mass. : Har¬ 
vard University Press (London: Geoffrey Cumberlege), 1950. 9". 

Pp. XV -f- 350. 36^. 

[This monograph seeks to answer in the American context the problem that 
was so familiar betore the war in England : What exactly constitutes a condition 
of (Genuinely seeking work ” ? With increasing numbers of agemnes handlmg 
relief in various forms the tests of availability lor work have become of great 
practical importance.] 

Anderson (B. McA.). Economies and the Public Welfare. New 
York : D. van Nostrand Company (London : Macmillan), 1949. 9". 

Pp. xiv + 602. 42^. 

[To be reviewed.] 

Anderson (M. D.). Total Business Fluctuations. Gainesville, 
Florida: Kallman Publishing Company, 1949. 9". Pp. 148. 

83.75. 

[This book, a revised version of the author’s Theory of Eroncmric Aggregates^ 
belongs to the old-fashioned school of econometrics in respect of both aspects of 
this branch of economics. The theoretical formulation, despite a formidable 
array of what the author describes us “ useful mathematical quasi-identities,” 
is essentially on extension of the Fisher version of the quantity theory; and 
while the formula for profit is similar to one of the “ fundamental equations ” 
propounded by the late Lord Keynes ui his Treatise of Moncyt the General Theory 
and subsequent controversy seem to have eset^ped the author’s attention. Mone¬ 
tary theorists will also be dissatisfied with the introduction of “ the Weber- 
Fechner psycho-physical law ” and the omission of the price level in the determina¬ 
tion of the marginal utility of money. On the statistical side, verifications and 
applications of the theoretical models are presented with too little attention to the 
difficulties of obtaining roliable information from simple correlations of time- 
series. Nevertheless, some of the author’s mathematical manipulations yield 
interesting results : as an added inducement to the reader, the last (diaptor out¬ 
lines a method of forecasting the average price of common stocks from quarter to 
quarter.] 

Beatty (Sister Mary Alexine). Bank Failures in the District 
of Columbia in the Twentieth Century. Washington D.C. ; Catholic 
University of America Press, 1949. 9". Pp. xii + 272. 

[A Ph.D. Thesis of the Catholic University of America.] 

Boschan (P.). National Income, a cross section view. New York : 
AugustusM. Kelley, 1950. 8^". Pp. 32. $1.00. 

[An attempt to present national-income data diagramatically.] 

Burns (A. F.). Production Trends in the United States since 1870. 
New York: Augustus M. Kelley, 1950. 81". Pp. xxxii -f 363. 
$4.00. 

[A report by a different publisher of a well known book,which first appeared in 
1934.] 

Cadman (J. W,). The Corporation in New Jersey. Business and 
Politics, 1791~1875. Cambridge, Mass. : Harvard University Press 
(London : Geoffrey Cumberlege), 1949. 8J". xvi + 462. 48tf. 

[To l>e reviewed.] 
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Glare (J. M.). Strategic Factors in Business Cycles. New York : 
Augustus M. Kelley, 1949.' 8^". Pp. xi + 238. $2.50. 

[This is a reprint, handled by a new publisher, of Prof. J. M. Clark’s well- 
known book, which first appeared in 1933.J 

Clemencb (R. V.) (Ed.). Readings in Economic Analysis. Vol. 1. 
General Theory. Pp. xi 4 131. Vol. 11. Prices and Production. 
Pp. xi + 259. Cambridge, Mass. : Addison-Wesley Press Inc., 150. 
9 ". 

[To be reviewed.] 

Delivanis (D.) and Cleveland (W. C.). Greek Monetary Develop¬ 
ments, 1939-1948. A case study of the consequences of World War 11 
for the monetary system of a small nation. Bloomington, Indiana : 
Indiana University Bookstore, 1049. 10". Pp. 196. Pai)er $3.00. 

Cloth $3.50. 

[This monograph is described as a case study of the consequences of the 
Second World War for the monetary system of a small nation. Part I describes 
tlie history in five phases, with some analysis of each. Part II discusses the 
monetary reforms of 1944 and 1945 and the prospects of further reform as seen in 
1948.] 

Dickinson (F. G.). An Analysis of the Ewing Report. Chicago : 
American Medical Association, 1949. llj"'. Pp. 14. 

[I'lie Kwdiig Report, conmnssionod by President Truman and published just 
Ijcfore the presidential election, called for a drastic expansion of government 
health programmes, through a system of compulsory health insurance, as a means 
to realise certain “ feasibh* ” Jicalth goals during the next decade. This review 
of the report, by the Director of the Duroau of Medical Kconornic Research of the 
American Medical Association, \'igorously attacks the arguments and conclusions 
of the report. It argues, in particular, that no medical improvements can pre¬ 
vent deaths; that ail they can do is to postpone deaths and to make sure that they 
are attributable in greater degree to the normal causes of death in old age; that 
Amoricaii medicine has made such remarkable progress during the past fifty years 
that the exiKJctation of life at birth is now sixty-eight years against forty-nine 
years at the begmning of t ho century. All this is undoubtedly true and important. 
Rut Dr. Dickinson’s review manages to convey a sense of complacency in the face 
of suidi killers as cancer, the communicable diseases, and infant and maternal 
mortality that, to a layman at letist, appears ratlier shocking. Doubtless, the 
Ewing Report w^is crude and jiossibly oven animated by political considerations. 
Nevertheless, the improvement of national health is a proper objective to pursue. 
Dr. Dickinson contends that, since the nation us a whole spends only 4% of its 
national income on healtli and medical services, that is what everyone (including 
the families of the sick) really desire to spend in this way. Are there in America 
no families, with sick members, which, if means existed for them to spend more on 
such services now, wouhl willingly forego otlier forms of expenditure in the future ? 
Is not that the real essence of a health service based on insurance ?] 

Dickinson (F. G.). A Brief History of the Attitude of the American 
Medical Association toward Voluntary Health Insurance. Chicago : 
American Medical Association, 1949. 8|". Pp. 30. 

[This pamphlet traces the ofiicial policy of the American Medical Association 
to voluntary health insurance since 1916. The conclusion is that the American 
Medical Association lias never opposed the development of voluntary sickness 
insurance plans in this country (i.c., U.S.A.) as they exist to-day.” But, in earlier 
years, plans having an uncertam actuarial basis were considered dangerous, and 
objections wore made to certain features of early years which were considered to 
be inimical to both patient and physician.] 

Eaglbton (C.) (Ed.). 1949 Annual Review of United Nations 

Affairs. New York University Press (London : Geoffrey Cumberlege), 
1950. 9". Pp. 322. 408. 

[This is a volume of addresses to a Conference organised by New York Uni¬ 
versity on the subject of United Nations Affairs. Most of the addresses were 
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delivered by United Nations officials, and they deal with the problems of each 
department. Those dealing with the work of the Economic and Social Council 
were Sidney Bell, Edwin Henson, Alva Myrdal, Lin Mousheng.] 

Garnett (A. Campbell). Freedom and Planning in Australia. 
Madison : University of Wisconsin Press, 1940. 8"'. Pp. x + 331. 
S4.00. 

[To be reviewed.] 

Ginzbero (E.). a Pattern for Hospital Care. Final Report of the 
New York State Hospital Study. New York : Columbia University 
Press (London : Geoffrey Cumberlege), 1949. 9". Pi), xxiv + 368. 

365. 

[To be reviewed.] 

Gold (B.). Wartime Economic Planning in Agriculture. New 
York : Columbia University Press (London : Geoffrey Cumberlege), 
1949. 10". Pp. 594. 555. 

[To be reviewed.] 

Governmental Mechanism for the (Conduct of United States Foreign 
Relations. Washington D.C. : Brookings Institution, 1949. 9". 
Pp. 58. 50 cents. 

[Tliis well-planned and autlioriiat iv* j>anij)hlot sets out the risks of the various 
elements of the Executive Branch and of C ongress itself m controlling the conduct 
of U.S. Foreign Kelations, and discusses the (’ongressional-Executive relations, 
and those of the Governor with the pcojilc so far ns they concern this field,] 

Greio (Gertrud B.). Seasonal Fluctuations in Emidoyment in 
the Women’s Clotliing Industry in New York. New York : Columbia 
l^niversity Press (London : Geoffrey Cumberlege), 1949. 9". Pp. 164. 
225. 

I To be reviewed.] 

Guthrie (J. A.). The Economics of Pulp and Paper. Pullman, 
Wasliington: State College of Washington Press, 1950. 9". Pp. 
xi + 194. Cloth $2.50; Paper si.50. 

[Tlie author, who is Professor of ICconotmc-s in the State College of Washington, 
has sought to bring together, from oftii-iul and other sources as mucli information 
as is available about this important but .somewhat secretive industry. In par¬ 
ticular he lias succeeded in throwing u good deal of new light on costs, prices tmd 
})rofitR. But even so liis first conclusion relates to the dearth of information. 
The great problem facing the industry is tlie increa^^irig sliortage of piilpwood.] 

Haney (L. H.). History of Economic TJiought. New York and 
London : Macmillan, 1949. 8". Pp. xxii -f 996. 375. 6d. 

[This is a new, fourth, edition of a book which was first reviewed by Mr. Fay in 
the Economic Journal of December 1911, and of which the third edition was 
noted in the issue September 1930. Five new chapters deal with Wicksell 
CJycle Theory, Limited-competition Theory, Keynes, and General Equilibrium 
Theory.] 

Harris (Seymour E.). The Market for College Graduates. Cam- 
bridge, Mass. : Harvard University Press (London : Geoffrey Cum¬ 
berlege), 1949. 8". Pp. xiv + 207. 325 . 

[To bo reviewed.] 

Hidy (R. W.). The House ot Baring in American Trade and 
Finance. Cambridge, Mass.: Harvard University Press (London • 
UeolFrey Cumberlege), 1949. 8^". Pp. xxiv + 631. 60s. 

[To be reviewed.] 
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Hispanic Foundation of the Library of Congress. Handbook 
of Latin American Studies : 1946. No. 12. Edited by F. Aguilera, 
assisted by Charinion Shelby. Cambridge, Mass. ; Harvard University 
Press (London : Ccoffrey Cumberlege), 1949. 9". Pp. 364. 68^. 

[To be reviewed.] 

Hunter (L. C.). Steamboats on the Western Rivers. Cambridge, 
Mass. : Harvard University Press (London : Geoffrey Cumberlege), 
1949. 9'^ Pp. xiii t- 684.‘ 

[This history of tlie steamboats oii the American rivers, whicl) played such an 
immense part in Amori<*an tvoruunic devtdopniont, begins with tlio techiiit'al 
story. It deseribos tlie first beginnings, the structural ovnhition of the design of 
the boats and thtJ mec}uini< al improv(»ments in their engines. It goes on to the 
improvements to the rivers and tlie methods of eircumventing the Ironhles of 
rapids, snags and bars. Next we eome to the teidiniqucs of opieration, the dangers 
and tbo acciiionts. Then we are plunged into the more economic aspects : the 
linsinoss organisation, sources of capital, profits and losses. Next come the 
social aspects ; life on board, Die fares, trials, discomforts, hardsliips. Then the 
crews : the sources of recruitment, their working eondilions and discipline. 
Finally comes the period of decline niul the extinction of the steamboat by the 
railways. It is a fasiunating story and a valuable addition to American history.] 

Industrial PiELAtions Re-search Association. Membership 
Directory. October 1949. Chapman, Illinois : Industrial Relations 
Research Association, 1949. 9". I*]), xii -f- 137. 

[An alphaliot ical list of inenibers of the Association followenl by a topograpliicnl 
list of members in vanous tow ns and an occupatiorud list of memliers in various 
occupations, including vnrious acudemie categories, riianagtmient, union, gov’^om- 
inent, legiil and consultant.! 

Industriai. Relations Research Association. Proceedings of 
First Annual Meeting, Cleveland, Ohio, December 29-30, 1948. 
Edited by Milton Derber. riiamjiaign, Illinois : Industrial Relations 
Research Associa t ion, 1949. 9". I^). 255. 

[These proceedings of the First Annual Meeting contain Die papers and the 
principal coiitrihut ion.s to the subs<^»i|U(‘nt discus.sion.^. Writers of papers ini lude 
E. E. Witte, E. S. Mason, Lloyd Reynolds, (J. W. Taylor, H. K. Northruj), J. D. 
Brown, H. M. Cassidy, A. Kornhauser, C. W. Mills.] 

Industrial H illations Research Association. Psychology of 
Labor-Management Relations. Edited by A. Kornhauser. Cliain- 
])aign, Illinois : Industrial Relations Research Association, 1919. 9". 

Pp. 122. SJ.50. 

[This contains seven papers prepared for a Coiifereiioe on the subject matter 
of its title, held at Denver fhiring 8eptemlx*r 1941). They liav'e been introduced 
by Prof. Arthur Kornhauser of Wayno Vniv ersily.] 

Kimball (M.). Corporate Finance, Principles and Practice. 
Ames, Iowa : Littlefield, Adams, 1949. 8". Pp. viii + 305. 

[To bo reviewed.] 

Maclaurin (W. R.) assisted by Harman (R. Joyce). Invention 
and Innovation in the Radio Industry. New York and London ; 
Macmillan, J949. 8"'. Pp. 304. 45t<?. 

[The purpose of Dus very intfjresting monograph is to se(» how the patent system 
has worked in a partitailar industry with rapid technical adv'ance, w hat have been 
the sources of innovation and what have been the relative contributions of the 
older firms and the new entrants who came in to exploit an innovation. It seeks 
to relate the history of invention, innovation (and litigation) in the radio and 
t elevision industries to Schumpeter’s theories of the role of technological change in 
economic development.] 
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Mbbiam (L.), SoHLOTTiDRBECK (K. T.) and Maeoney (Mildbed). 
The Cost and Financing of Social Security. Washin^on D.C.: 
Brookings Institution, 1950. 9". Pp. ix + 193. $3.00. 

[To be reviewed.] 

Merlin (S. D.). Tho Theory of Fluctuations in Contemporary 
Economic Thought. New York : Columbia University Press (London : 
Geoffrey Cumberlege), 1949. 9''. Pji. 168. 22s, 

[To be reviewed.] 

Metz (H.) and Thomson (C. A. H.). Authoritarianism and the 
Individual. Washington D.C.: Brookings Institution, 1950. 9". 
Pp. ix + 371. $3.50. 

[To be reviewed.] 

Miller (J. P.). Pricing of Military Procurements. New Haven : 
Yale University Press (London: Geoffrey Cumberlege), 1949. 9", 
Pp. xiv + 292. 32^. 

[To be reviewed.] 

Mitchell (Wesley C.). The Backward Art of Spending Money 
and Other Essays. New York: Augustus M. Kelley, 1950. 6i". Pp. 
vii 4- 421. $3 00. 

[A small, handy new edition of Prof. Wesley Mitchell’s well-known book of 
Essays. The first edition was reviewed by Prof. Phelps Ilrown in the Economic 
Journal of September 1937.] 

Morphy (H. C.). The National Debt in War and Transition. New 
York and London : McGraw-Hill, 1950. 9". Pp. 295. 30^. 

[To be reviewed.] 

National Conference of SocrAL Work. Social Work in the 
Current Scene. New York : Columbi/i University Press (London : 
Geoffrey Cumberlege), 1950. 9". I^). ix + 392. 3 Ss . 

[This volume reprints thirty-five papers presented to tho National Conference 
on Social Work held at Cleveland, Ohio, m June 1940. It divides into three 
sections : philosophy; programme; practice. A very wide range of problems 
are covered, ranging from human rights, and tho go\'ernment and the individual, 
to mental and medical care, social security, industrial welfare, liousing, the func¬ 
tions of psycho-therapy, juvenile delinquency, techniques of social work.] 

Neff (F. A.). Econgmic Doctrines. New York and London : 
McGraw-Hill, 1950. 9", Pp, xii + 532. 385 . 6d. 

[To be reviewed.] 

Ohlin (B.). The Problem of Employment Stabilization. New 
York : Columbia University Press (London : Geoffrey Cumberlege), 
1949. 8". I^. 173. $2.75. 

[To be reviewed.] 

Parmelee (M.). Geo-Economie Regionalism and World Federal 
tion. New York : Exposition Press, 1949. 8^". Pp. 137, $2.50. 

[This book is described as “ a plan for global peace and prosperity through a 
world federation organised in accordance with the geo-econoraic facts of life,**] 

Planning Pamphlets. No. 70. FederahState-Local Relations in 
Agriculture, By J. D, Black. Washington D.C.: National Planning 
Association, 1950. 7^". Pp. vi + 46. 50 cents. 

[The points of overlapping and conflict between Federal, State, County and 
other local agencies are many. The chief are tho Agricultural Extension Service, 
the Production and Marketing Administration, the Soil Conservation Swvioe, the 
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Beclap[iation Service of the Department of the Interior and the Tennessee Valley 
Authority. This pamphlet examines tho various activities of the Federal, State 
and Local Authorities and makes suggestions for their co-ordination.] 

Proceedings of the International Statistical Conferences. Vol. IV. 
Edited by Elizabeth Phelps. Washington D.C. : Inter American 
Statistical Institute, 1949. 10". Pj>. 618. 

[This volume prints, both in Etiglish and in Spanish, a record of the papers 
and prooeedmgs of tho First Session of the Jntor-Arnencan Statistical Institute 
liold in Washington during September 1947. Discussions uere dovoterl to such 
questions as statistical training, classification and statisti(‘al prac^tices in trade 
statistics, industrial and mining statistics, a world census of agriculturt?, and the 
need for subject classification for statistical materials.] 

Robertson (D. H.). Banking Policy and the Price Level. An 
essay in the theory of the trade cv<de. New York : Augustus M. Kelley, 

1949. 71". Pp‘. xvii + 103. \'>1.75. 

[This fourth, revdsed, printing of tho American edition of Prof. Kobertson’s 
well-known book contains a most imporUmt now preface in which Prof. Robert¬ 
son briefly sets out, inter aha, tho relation of his own thinking, at the tim of 
writing and subsequently, to that of Keynos.] 

Robinson (1). E.). Collective Bargaining and Market Control in 
the New’ York Coat and Suit Industry. New York : Columbia Cniver- 
sity Press (London : Geoffrey Cumberlegc), 1949. 9". 248. 28s. 

[This monograph records the history and analyses tho exporioiices of the system 
of colItM-tivo bargaining which has t^xisted for some forty years in tho industry 
concerned.] 

ScHLAiFEK (R.) and Heron (S. D.). Development of Aircraft 
Engines, By R. Schlaifer. Aviation Fuels. By S. D. Heron. 
Harvard Univ(‘rsity : Graduate School of Business Administration, 

1950. 8". P]). xviii -] 754. $5.75. 

[To he reviewed.] 

Si EVERS (A. M.). Has Markt^t Capitalism Collapsed ^ A (kititpie 
of Karl Polanyi’s New Economics. Netv York : Columbia University 
Press (London : Geoifrey Cumberlege), 1950. 9". Pp. 387. 38.9. 

[To bo revKHvod.] 

Smith (A. H.). Economies for our Times. New’ second edition. 
Kew York and London : McGraw-Hill, 1950. 9". P]). 534. 22.s. 6d. 

[All attempt to make economics palatable and digestible by American tech¬ 
niques of packaging. It is replete wdth illustrations, cross-hoadmgs, sub-headings, 
aims of tho chapter and a final quiz, it is assumed that tho reader cannot take in 
more then ten lines of text without more inUflloctual stimulant of this kind. A 
European reader is left wondering how far how little know ledge can be expected 
to go, w‘hether so little as is hero purveyed is worth ha\ ing, and for wliat age of 
infant this baby-food is designed,] 

Socialism in America, 1950. Washington D.C. ; Chamber of 
Commerce of the U.S.A., 1960, 9". Pp. 74. 50 cents. 

[A blood-curdling account of the horrors of Socialism in England, with the 
obvious lessons for America.] 

Traynor (Dean E.). International Monetary and Financial 
Conferences in the Interwar Period. Washington D.C. : Catholic 
University of America Press, 1949. 9". Pj). ix + 193. 

[A Ph.D. Thesis of the Catholic University of America.] 

Ulrich (D. N.), Booz (D. R.) and Lawrence (P. R.) Management 
Behavior and Foreman Attitude. Harvard University : Graduate 
School of Business Administration, 1950. 8". Pi). 56. 75 cents. 

[A case study based on the experience of imidentified post-war plant in an 
unnamed “ suburb of a large eastern city,” which employed about 500 people 
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and which, because of losses, was engaged in overhauling its methods of produc¬ 
tion. Between the higher management, new and fml of goodwill but very 
ignorant of what was going on in the minds of the workers, and the large number 
of semi-skilled hand-labour operators at the work bench, whose tasks were con- 
tinualiy being revised, was a thin bridge of supervisory personnel, who found it 
exceedingly difi^cult to reconcile the demands of the workers on one side and of 
management on the other, and who received little help from general management 
in this task. This study examines the problems involved.] 

Umbrbit (M. H.), Hunt (E. F.) and Kintbr (C. V.). Modem 
Economic Problems. New York and London : McGraw-Hill, 1950. 
9". P^). xvii + 642. 40^. 6d. 

[To be reviewed.] 

Universitibs-National Bureau Committee on Economic 
Research. Problems in the Study of Economic Growth. New 
York : National Bureau of Economic Research, 1949. 11". Pp. 250. 

$ 2 . 00 . 

[To be reviewed.] 

Wolff (K. H.) (Ed.). The Sociology of Georg Simmel. Glencoe, 
Illinois : Free Press, 1950. 8^'. Pp. Jxiv + 445. $5.50. 

[To bo reviewed.] 

South American. 

Bagu (S.). Economia de la So(dedad Colonial. Ensayo de historia 
comparada do America Latina. Buenos Aires : " El Ateneo ", 1949. 
8". Pp. 300. 

[This monograph is concerned with the early settlement of Latin America.] 


French. 

Allais (M.). Abondance ou Misfere. Paris : Librairie de Medicis, 
1946. 7i". 131. 

[To be reviewed.] 

Allais (M.). \ la recherche d’une discipline economique. Part I. 
L’economie pure. Vol. I and amiexes. Paris: Centre d’fitudes 
^conometriques, 1943. 13". Pp. 852, and 68. 

[To be reviewed.] 

Angelopoulos (A.). L’fitat et la Prosperity Sociale. Nouveaux 
principes de finances publiques, Paris : Librairie G^nyrale de Droit 
et de Jurisprudence, 1949. 9". Pp. 198. 400 fr. 

[The general purpose of this work is to provide the prospective reader with an 
outline of the theory and practice of social planning as accepted and developed in 
Western Europe and in the U.S.A. It is divided into three main sections. The 
first considers the evolution of State intervention in regard to the regulation of 
economic activity as infiuenced by the gradual changes in “ progressive ” thought 
towards social problems. To describe in any adequate fashion the changing 
functions of the State from feudal times to the outbreak of the late war in thirty- 
four pages is a sinmilarly difficult task and, in view of the constant recourse to 
over-simplified judgments of events, the attempt is hardly successful. The 
second section sets out clearly enough the objectives of economic and social policy 
which in the author’s opinion require fulfilment by State intervention, namely the 
provision of commimity services, responsibility for economic stability and 
equitable distribution of income. These objectives are then compared with 
existing national programmes. In the last section the objectives are &own to be 
capable of attainment only within the framework of economic planning conceived 
in terms of Keynesian theory as interpreted by socialist economists. This appeal* 
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to justify the inclusion of a concise, if over-simplified, discussion of Keynesian 
theory unalloyed -with any consideration of some of the practical difficulties of 
planning which Keypea and many of his followers have so carefully noted. A 
mature of the book is the manunoth bibliography compressed in footnotes which 
the diligent English reader will find useful if he desures to follow Continental 
discussion of contemporary social problems.] 

Aubbiit (Janb). La Coiirbe d’Ofifre. Paris: Presses Universi- 
taires d© France, 1949. 9". Pp. 263. 

[To be reviewed.] 

Babtoli (H.). La doctrine economiqu© et social© de Karl Marx. 
Paris : Editions du Seuil, 1950. 9". Pp. 414. 

[To be reviewed.] 

George (P.) and Others. Etudes snr la Banlieue de Paris. Paris : 
Armand Colin, 1950. 9^". Pi>. 175. 

[This book, one of a well-known series of studies on the social sciences whose 
predecessors have been reviewed in this journal, consists of a number of mono¬ 
graphs on the main features of the urbanisation of Paris in the last thirty years 
with particular reference to the sociological aspects of the growth of dormitory 
areas. Apart from the introductory study by Prof. George on the formative 
influences on the ^owth of urban agglomerations, which also delineates the research 
techniques used m the work, particular mention must be made of M. Lavaneyra's 
extensive study of the Paris commune of Saint Maur des Fosses. M. Lavaneyra 
illustrates the well-known urban phenomenon of cross-city travel from residence 
to work (described in Continental literature by the striking term Pendel- 
wanderung **) with exhaustive statistics and then proceeds to examine the demo¬ 
graphic, social and economic structiire of the commune in detail. A shorter study 
by M. Elhai contains some useful comparative data on family budgets of persons 
living in the French equivalent of council houses. It should also be mentioned 
that the quality of paper and printing of this series, in many ways superior to 
that of many of the copious paper-bound volumes on the social sciences received 
from France since the end of the late war, is maintained in this number.] 

Gxjrvitoh (G.) (Ed.). Industrialisation et Technocratic. Paris : 
Armand Colin, 1949. 9". Pp. xii + 214. 400 fr. 

[It is symptomatic of the upheaval created by the war that Bumhcun’s 
Managerial Revolution^ first published in the United States in 1941, should only 
now become a subject of controversy in French academic circles. (A French 
translation ajppeared in 1947 under the misleading title of L*Ere dea Organisateurs.) 
This book brin^ together in printed form the lectures and discussions of Bum- 
ham’s book held at the Semaine Internationale of the Centre Etudes Sociolo- 
giques in Paris in 1948. The authors include a number of eminent Frenchmen, the 
economists Bettleheim and Fourastie among them, and their foriegn counterparts, 
the latter including the late Harold J, Laski and Everett Hughes of the University 
of Chicago. The Managerial Revolution is, however, only the point of departure 
of some of the lectures; for instance, Henri Lef^bvre’s Les Conditions Sociales 
de L’Industrialisation ” is more concerned with the social implications of Bum- 
ham’s thesis. The review singles out for comment two of these lectures. Bettel- 
heim’s lecture makes a strong attack on the assertion that “ managers ” are 
observable as a distinct social class, and his ar^iment is cogent and forceful. 
Georges Friedmann, in Lee Technocratee et la CiviJmation TecAntctenne, reminds us 
that Augustin Cournot was more than a pioneer among mathematical economists 
but also an acute observer of social trends and the originator of a theory of 
economic and political change which, M. Friedmann maintains, is as compre¬ 
hensive as that of Marx. As is inevitable in this kind of publication, there is a 
fair amount of repetition in the content of the lectures. This is more than com* 
pensated for by the continuity preserved in the work by the intervening discussion 
between the individual papers to which not only the authors themselves but also 
other French economists and sociologists contribute.] 

James (fi.). Histoire des theories ©conomiques. Paris: Flam- 
marion, 1950. 7^". Pp. 327. 450 fr. 

[To be reviewed.] 
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Lassebbe (G.). Socialiser dans la Liberty. 'Paris ; Albin Michel, 
1949. 8'. Pp. 314. 390 fr. 

[The study of the twilight of Capitalism seems to have a particular fascination 
for the French economist. It is unusual if a book on current economic problems 
does not begin with some sort of broad survey of the failures of free enterprise; 
end M. Lasserre begins this book in the traditional manner. It would be unfair 
to compare this part of his book (the first eighty pages) with, say, the work of 
Henri See of Pirou, for no more than a sketch is given of the details of downfall. 
Nevertheless, we hear too much of the malpractice of the capitalist profiteer and 
too little of the stupidity of the practising politician. In discussing the questions 
of the hour, the author’s argument might bo that socialism has displaced but 
hardly replaced capitalism. There is nothing imfamiliar in this central theme, 
and the variations on it amount to commentary on a wide range of separate 
topics. Some of the incidental discussion of French post-war experience is bound 
to interest the British reader, in particular when it turns to nationalisa¬ 
tion problems. The last chapter of the book reminds us once again of the 
emotional power of the French language and of the inimitable faculty of their 
social scientists of being able to discuss technical problems and “ la mystique de la 
vie humaine ” in the same breath without giving the impression of incongruity.] 

Rekouard (Y.). Les Homines d’Affaires italiens du moyen age. 
Paris : Armand Colin, 1949. 9". Pp. ix + 262. 480 frs. 

[The book combines a literary study of the Italian mercantores of the Middle 
Ages with an economic history of the Mediterranean. While a good deal of 
attention is paid to the growth of the various commercial d 5 rnastie 8 of the Italian 
ports, M. Renouard also draws some interesting general conclusions about the 
cultural influence of the precursors of modern Capitalism.] 

Saint-Germain (J.). Les Financiers sous. Louis XIV. Paul 
Poisson de Bouvalais. Paris : Librairie Plon, 1950. 8". Pp. 290. 

[The financial intrigues perpetrated by the ministers of Louis XIV and their 
sycophants has always been a popular subject among historians. M. Saint- 
Germain has produced evidence to show that in the latter half of Louis’s reign the 
activities of the comparatively little-known do Bourvalais were of some significance. 
The documentation of this work may interest the economic historian and there is 
quite an extensive bibliography iirovided.] , 


Belgian. 

Jaoquemyns (G.). Opinions des Beiges au sujet des tramways, du 
Congo, du Pacte Atlantique. Les previsions electorales Gallup. 
Brussels : Institut Universitaire d'Information Sociale et ficonomique, 
1949. 9". Pp. 38. 

[The results of polls on the subjects of the ri3placoment of trams by buses, the 
interest of Belgians in their colonies and the Atlantic Pact.] 


German. 

Baade (P.). Kieler Studien No. 1. Der europaische Longterm- 
Plan und die amerikanische Politik. Kiel: Instituts fiir Weltwirt- 
schafb an der Universitat Kiel, 1949. 8". Pp. 16, 

' [The author is the new Director of the famous “ Institute ” in Kiel. The 
booklet is the text of an address delivered to the Association of German Research 
Institutes in September 1949. After stressing the degree of economic integration 
reached in Europe before the Second World War and now lost, and illustrating the 
advantages of such inte^ation by reference to the Unitbd States economy, the 
author proceeds to describe Western Germany as the indispensable factor in a new 
Western European integration. He describes Western Germany as on artificial 
second England ” without the possibilities of economic planning within the sterling 
area open to England. In his view. Western Germany can be made viable only by 
following the same principles of free trade which served England so well in the 
middle of the nineteenth century.] 
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Beinkmann (C.). Friedrich List. Berlin : Duncker & Humblot, 
1949. 9". Pp. 359. DM 16. 

[To be reviewed.] 

Egner (E.). Wirtschafbliche Raumordnimg in der industriellen 
Welt. Bremen-Horn : Walter Dorn, 1950. 8". Pp. 118. DM 4. 

[To be reviewed.] 

Gatz (W.). Kieler Studien No. 2. Zahlungsbilanzprobleme der 
Nachkriegswirtschafb Grossbritanniens. Kiel: Institute fiir Welt- 
wirtschaft an der Universitat Kiel, 1949. 8". Pp. 47. 

[A detailed statietical analysis of the British balance-of-payments position up 
to June 1949. The loss of overseas investments, deterioration in terms of trade, 
dollar deficit and sterling bnlanecs are all duly stressed and analysed in turn. In 
connection with the devaluation of September 1949, the author makes the 
interesting point that its main advantage may lie in a stimulation of private 
Vnited St-ates investments in the sterling area.] 

Gross (H.). Facts and Figures relating to the Disintegration of 
the I.G. Farbcnindustrie Aktiengesellschaft. Kiel: Institut fiir 
Weltwirtschaft, 1949. ll^''. Pp. 12. 

[This represents an attempt to estimate the annual turnover and manpower of 
the units into which 1. G. Farbcn may be broken up, in pursucmce of the policy of 
the prevention of undue concentration of economic power. The estimates for 
such units are then compared viih those of I.G. Farben itself for 1938 and 1943 
and with such comfiarable figures as could bo obtained for similar units in other 
countries. The implication is that German units that would be consequent on any 
greater break-up than into three main groups would be too small to compete 
effectively in world markets. Since competitive power does not depend only on 
total turnover or manpower, but rather on the scale of activity in particular 
branches and products, it is not wholly clear that the author’s contention is really 
prov^ed.] 

Mackenboth (fh). Methodenlehre der Statistik. Gottingen: 
Vandenhoeck & Ruprecht, 1949. 9^". Pp. 210. 

[To bo reviewed.] 

Neulino (W.), Neue deutsche Agrarjxilitik. Tubingen ; J. C. B. 
Mohr, 1949. 9". Pp. vi + 250. 

[The author. Professor of Economics in the University of Hamburg, has sought 
to outline the conditions relevant to the discu.ssion of a post-w^ar agricultural 
policy for Germany. Although this is the main purpose of the book, over half of 
it analyses the development of Gorman agriculture over the last eighty years, and 
there is a long discussion of agricultural policy from the days of Bismarck. In a 
sense, this is the most valuable part of the book. There is, for instance, a useful 
factual siirv^’cy of the Nazi attempt at agricultural autarky which reveals some 
interesting statistics regarding war production, although one misses any systematic 
account of the structure of agricultural planning. The final chapters of the book 
concerning appropriate post-war policy familiarise us with contemporary dis¬ 
cussion in Germany regarding the reconciliation of the maintenance of agri¬ 
cultural productivity w^ith the desire for a reduction in the size of the agri¬ 
cultural holding for social reasons. Thus Professor Neuling, for instance, is 
sceptical of the economic wisdom of the Bodonreform ” m Eastern Germany. 
Sharing the reawakened interest in the works of v. Thiinen, the author outliiios u 
“ Thtinen-Plan ** for German agricultural recovery, but in the reviewer’s opinion 
these proposals are probably of more interest to the agronomist than the economist, 
and their fulfilment depends upon the institution of a united Germany.] 

PiRATH (C.). Die Grundlagen der Verkehrswirtschaft. Berlin: 
Springer, 1949. 10". Pp. iv + 316. DM 36. 

[To be reviewed.] 

Radbruch (A.). Langfristige Auslandskredite. Ein Beitrag zur 
Problematik der intemationalen Kapitalbewegungen. Tubingen : 
J. C. B. Mohr, 1949. 9^". Pp, 224. 

[To be reviewed.] 
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BnaiNA (A.). Geldtypen und Qeldotdnangen. Stuttgart: Kolh- 
hammer, 1949. Pp. 352. DM 18. 

[In a thorough, well-documented and very scholarly inveetigation into 
** OelcUypen und QMordnungen ** Dr. A. Bugina sets out to develop a system that 
he calls a ** natural order of money,** and he maintains that without such a 
system the classical economic laws could not function. It remains an open 
question, whether economic laws, constituting firm bases upon which economic 
policies could be fixed, do really exist. However that may be, Dr. Bugina's bold 
attempt is doomed to failure, because, unfortunately, the circle which he tries to 
square, cannot be squared. There will hardly be any disagreement about Dr. 
Bugina’s differentiation between ** natural ** and “ artificial money, although 
experience with “ artificial ** mone^—especially as far as paper-money is con¬ 
cerned—does not strengthen the belief in the theories of the ** Nominalists,** who 
stick to the equation “ money is money ** irrespective of whether “ natur^ ** or 
“ artificial.*’ Yet the author’s assertion that the functions of “ natural ** monev 
as capital, savings or legal tender are only secondi^, deriving from “ natural ^* 
money’s primary functions as a general circulating medium and a common 
denominator, sire highly controversial. History seems to prove that it is the 
other way round. As this is the centre of Dr. Bugina’s theories, the conclusions 
at which he arrives are not too convincing. A pragmatic rather than a theoretical 
approach to the complexity of monetary and currency problems is probably the 
only one which is likely to lead to a satisfactory solution. Despite his tremendous 
wealth of knowledge and his strictly logical method of thinking. Dr. Bugina is 
apparently unaware that even a monetary master-nlan could not work “ according 
to plan ’* unless it enjoys the nation’s unshakeable confidence, which in its turn 
depends primarily on political, moral and social ethics rather than on economic 
doctrines.] 

Italian. 

Bernabdiko (A.). L’opera di Luigi Einaudi. Saggio biblio- 
grafico. Padua : Cedam, 1950. Pp. xvi + 174. 950 1. 

[This bibliography of the writings of Prof. Einaudi has been compiled by one of 
his pupils, and IS published imder the auspices of the UniversitA Bocconi of Milan. 
It extends over the whole period of his scientific activity from 1894 to his election 
as President of the Italian Bepublic in 1948. This is an impressive record which 
ranges over an immense variety of subjects. Himdreds of items are listed, 
including separate volumes (of these eight are recorded in the section on Public 
Finance alone), articles in periodicals and reviews; however, articles in the daily 
Press (to which he was a regular contributor for many years up to the advent of 
Fascism^ are excluded, as are also his Italian correspondences to the London 
Economist. Besides, he was Editor of the Riforma Sociale (the economic bi¬ 
monthly review which rivalled and often excelled the Oiomale degli Economiaiif 
from which it was distinguished by its more historical and realistic approach) 
firom 1903 till its suppression in 1935; subsequently he founded the Rivista di 
Storia Eoonomioa. The compiler contributes a short biography and an Intro¬ 
duction in which he outlines Professor Einaudi’s contributions in the fields of both 
theory and history and sketches his work and inliuence as a teacher.] 

Einaudi (L.). Scienza economica ed economisti nel momento 
presente. Turin : G. Giappichelli, 1950. 10". Pp. 37. 

[This is a farewell lecture, delivered on November 5,1949, by the President of 
the Italian Republic before the University of Turin in which he himself, over a 
period of nearly sixty years, had been successively student and professor. He 
reviews the contrasts between the economics of his youth and that of to-d^. In 
his youth the confiicts between schools of economic thought were sharp. To-day 
he sees no such acute divisions. Schools of thought differ in name rather than in 
substance and in method rather than in matter. All this is done with all the 



D’Elia (E.). Su alcuni metodi di calcolo della media aritmetioa e 
della concentrazione nelle distribuzioni multiple di frequenza. Borne : 
Societa Italiana di Demografia e Statistica, 1949. 9J". 1^. 30. 300 L 
[This discussion of various methods of measuring concentration forms No. 8 in 
the lories of monographs published by the Italian Society of Demography and 
Statistics.] 
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tndici e dati relativi ad investimenti in titoli quotati nolle borse 
italiane (1928-1949). Milan : Banoa di Credito Finanziario “ Medio¬ 
banca,” 1949. 9i''. Pp. 129. 

[This publication measures^ compeuiy by company, the total stock-exchange 
valuation of its outstanding capital issues in each year since 1928, taking account 
of all issues of new shares, whether as bonus or at market prices. The purpose is 
to show how the investor has fared in each individual case through all the vicissi¬ 
tudes of depression, war and inflation. It is prepared by the staff of Mediobanca 
and includes headings and notes in English as well as other languages.] 

Le recent! svalutazioni monetarie e il commercio con Testero 
deiritalia. Genoa: Istituto di Economia Internazionale, 1949. 
9f'. Pp. 91. 5001. 

[A study of the effects of recent currency devaluations upon the foreign trade 
of Italy, edited by Prof. Travaglini tmd prepared for the Chamber of Commerce 
of Genoa.] 

Palomba (G.). Introduzione aireconomica. Naples: Pellerano 
del Gaudio, 1950. 8^". Pp. xv + 340. 2300 1. 

[The author, who is a member of the Faculty of Economics and Commerce in 
Naples, hero attempts a new synthesis of his thought which hitherto had appeared 
in scattered monographs and lectures. Ho begins with the problems of economic 
progress, and compares progress from the medieval through the mercantilist 
economy of the renaissance with progress under the present individualist forma 
and that likely to be achieved m future under the collectivist regimes which he 
forecasts. He ends with a group of chapters on the economy of the firm in which 
he sketches the mathematical theories of the subject. He hopes this introduction 
will open up a new field of research in which economists, accountants and mathe¬ 
maticians can collaborate.] 

Papi (G, U.). Prdliminaires 41’dtude des plans pour Tapris-guerre. 
Borne : Institut International d’Agriculture, 1948. 94". Pp. xv + 
306. 

[This is the French translation made in 1948 of the second Italian edition of 
Professor Papi’s analysis of the various post-war plans prepared m his own 
country and elsewhere. It is a great pity that tliis French edition should have 
appeared so late in the day, for the eight essays contained in it say much about 
fik^al and monetary theory and practice that was of contemporary importance in 
the iimnediate post-war period. In this country, as well as in Franco and Italy, 
we have loarneu the importance of Professor Papi's distinction between “ specific *’ 
infiation—a consequence of credit creation—and “ generic ** inflation—a con¬ 
sequence of “ induced ’* changes such as wages pressure. His discussion of under¬ 
consumption and under-employment might appear to be rather unbalanced and 
rather out-of-date, as instanced by his examination of money subsidies to the 
unemployed as a cure for depressions. As one would expect, ilie sections on 
taxation policy are competently written. An English version of this pamphlet 
was noted in the Economic Journal for June 1947.] 

Vinci {Felice). Breve introduzione aireconomia. Second edition. 
Bologna : Cesare ZujBfi, 1949. 9|". Pp. 89. 550 1. 

[A shortened introduction to economics which approaches the subject from the 
angle of national income, national accounting and mcome flows.] 

Dutch. 

Elsas (M. J.). Umriss einer Geschichte der Preisse und I^hne in 
Deutschland. Vol. 2 b. Leiden : A. W. SijthofF’s Uitgeversmij, 1960. 
10|". Pp. vii -f 138. Cloth fl. 12,50; pa]^ fl. 10. 

[To be reviewed.] 

Rqwrt of the President of the Java Bank. Batavia : G. KolfF, 
1949. 9f'. 

[This eontaiiu a useful record of economic progrees and difficulties in Indo¬ 
nesia.} 
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Vbrdoorn (P, J.). Grondslagen en Techniek van de Marktanalyse. 
Leiden : Stenfer Kroese, 1950. 9''. Pp. xi + 667. 

[To bo roviewed.] 

Vlbesohhoijwer (J. E.), Economische Rekenvormen, Vols. I and 
II. ’s-Gravenhage: Martinus Nijhoff, 1949. 9^". Pp. 253 and 
xxviii -f 316. Paper Gld. 19.80; Cloth Gld. 24.50. 

[To be reviewed.] 

Smss. 

Ammann (H.). Die Frage dor Bevorzugung der Konsumenten- 
Genossenschaften in der Besteuerung. Berne : Prancke, 1949. 9|". 
I^. 98. S. fr. 7. 

[The descriptive part of this book is confined to Switzerland, but the general 
analysis (filling the last two-thirds of the book) is of general interest, since the 
problems connected with the alleged f)referontial fiscal treatment of co-operatives 
are roughly similar to those encountered elsewhere. The inquiry brings out the 
complexities of the subject and the difficulties of a “ fair ” fiscal treatment of 
consumers’ co-operatives. It is found that in some respects they do enjoy pre¬ 
ferential treatment imder Swiss laws.] 

Billbtbr (E. P.). tJber die Messung der Einkommens-Konzentra- 
tion. Berne : Francke, 1949. 9". Pp. 134. S. fr. 18. 

[In this study the new measures of inequality of income distribution worked 
out by Gini are applied to Basle income-tax data extending from 1888 to 1942. 
The chief results are (1) that the inequality of income distribution has diminished 
over the period, and (2) that the short-run changes are mainly due to the varia¬ 
tions of the incomes in the highest bracket. The study contains a large munber 
of detailed statistical analysis and methodical appendices.] 

Frby (A.). Gewerbeverband und Gewerbepolitik im Kanton 
Basel-Stadt seit 1918. Berne: Francke, 1949. 9". Pp. 223. 
S. fr. 18. 

[This book contains a history of the activities of the association representing 
small business—artiscuis, retailers, etc.—in Basle since 1918. The first part is 
descriptive, the second analyses such policies as regulation of competition in retail 
trade, excess capacity in retail trafie, credit for small business, bidding for con¬ 
tracts by small builders, etc. The author defends the practice of “ collective 
bidding against the charge of being equivalent to a cartel and monopoly price 
by pointing to the limitations of the concept of “ free competition ” when applied 
to small urban artisans and craftsmen. He pleads for an extension of standardised 
accounting techniques in this field as an alternative to price control. The final 
verdict on these associations is that they have played a valuable and indispensable 
part.] 

Hunold (A.). Die Schweizerischen Effektenborsen. Zurich : 
Verlag des Schweizerischen Kaufmannischen Vereins, 1949. 84". 
Pp. xi + 191. S. fr. 11. 

[The author was for many years Secretary of the Zurich Stock Exchange, and 
thus well placed for writing this standard work on Swiss Stock Exchange organisa¬ 
tion. The book contains interesting material on Stock Exchange restrictions 
imposed in Switzerland during the last war (pp. 121-53). The purpose of the 
book is to dispel some misconceptions which exist—even in Switzerland—on the 
economic effects of Stock Exchange “speculation.” The author is not very 
hopeful on future Stock Exchange prospects, in view of declining willingness to 
take risks and the increasing development towards a “ welfare state.** A special 
chapter—contributed by Dr. Bieri—contains an application of a simple demand- 
and-supply analysis to the explanation of Stock Exchange quotations.] 

Lbhm4NN (Sylvia). Grundziige der schweizerischen Auswander- 
ungsjiolitik. Berne : Franck, 1949. 9^". Pp. 160. S. fr. 16. 

[A book which is interesting both for its general survey of economic effects of 
emigration as treated in previous literature as well as for the application of these 
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theoriefl to the specific case of Switzerland. The general policy recommended for 
Switzerland is to encourage th'e emigration of qualified technicians and to maintain 
close links with Swiss Colonies abroad so as to utilise them for purposes of trade 
promotion.] 

Leutbnegger (X.). Betriebswirtschaftliclie und steuerliche 
Bewertung industrieller Liegenschaften. Berne : Francke, 1949. 8". 

Pp. 126. S. fr. 9.50. 

[The first half of this book deals generally with problems of valuation and 
depreciation of assets in company balance sheets. The stress is throughout on 
the accounting problems involved rather than on the fiscal problems. In the 
second half, the results are applied to the specific cases of industrially used land, 
factory buildings, office buildings and -workers’ houses owned by companies. The 
author inevitably finds a gulf between theoretical accounting requirements and 
company practice, as well as between company practice and fiscal regulations.] 

Schneider (K.). Die Entwickluiig der aussereii Kaiifkraft des 
Frankeiis in den Jahren 1925-1938, unter besonderer Berucksichtigung 
der Verhaltnisse zu Grossbritannien und den Vereinigten Staaten. 
Berne : Francke, 1949. 9^'". Pp. xiv + 133. S. fr. 14.40. 

[To be reviewed.) 

Stalder (A.). Au-del4 du capitalisme, du colleolivisme et du 
dirigisme. Lausanne : Imprimeries Populaires, 1950. 9". Pp. 336. 

[To be reviewed.] 

Waldner (K.). Die Schlichtung von kollektiven Arbeitsstreitig- 
keiten in der Schweiz. Berne : Francke, 1949. 9". Pp. xi + 215. 
S. fr. 15. 

[This book deals w-ith the development of public (cantonal) arbitration and 
mediation in labour disputes, covering the period up to 1943. It fills a gap since 
the latest description previously available was published in 1925. The voluntary 
nature of the Swiss arrangements is stressed, with the cantons merely acting as 
“ honest brokers bringing the two sides together. The author pleads for the 
supplementation of the present voluntary system by last-resort compulsory powers, 
in order to enable the state authorities to implement its employment and other 
economic policies.] 

Danish. 

Schneider (E.). Investering og Rente. Copenhagen: Nyt 
Nordisk Forlag, Arnold Busck, 1944. 10". P}). 147. 

[This book is on investment calculations, what the Germans call “ Wirt- 
schaftlichkeitsrechnung,” and the analysis centres round the concepts of Capital 
Value and Internal Rate of Return. Chapter I defines them, and Chapter II 
applies them to the problem of choosing the most advantageous of alternative 
investment projects. Chapter III discusses various important applications, in 
particular the problem of the economic life of equipment. Tlio final chapter 
mentions the complications of reality (uncertainty and non-pccuniary considera¬ 
tions) and on Appendix explains the mathematical tools used. The book, w hich 
is intended for engineers as much as economists, is written with extreme lucidity 
and is probably one of the best treatments of the subject available.] 

SvBiSTBCP (P. P.). Economic Principles of the Greenland Admini- 
stration before 1947. Copenhagen; C. A. Reitzels, 1949. 11". Pp. 
216. Kr. 18.50. 

[A study of the Danish administration of Greenland.] 


Swedish. 

Vasa (F. G.) and Hbckschbb (E. F.). Sveriges Ekonomiska 
Historia. 2 vols. and diagrams and charts. Stockholm: Albert 
Sonniers, 1949. lOi". Pj). 894 + Ixi + 58 + 46. 

[To be reviowed.] 
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Spanish. 

Toebes (M. 0E). Teoria de la Politica Social. Madrid : Aguilar, 
8J". Pp. xxiv + 314. 65 ptas. 

[To be reviewed.] 

Czechoslovakia. 

The Czechoslovak Economic Five-Year Plan. Prague : Czecho¬ 
slovak Ministry of Information and Public Culture, 1949. 8", Pp. 66. 

[The text of the Five Year Plan Act with the speech of the Prime Minister 
—^Mr. Zdpotock;^—in presenting it.] 


Official. 

Bkitish. 

The Australian Potato Industry. Canberra : Bureau of Agri¬ 
cultural Economics, 1949. 8^^'. Pp. 67. 

[A very thorough study by the Commonwealth Bureau of A^icultural Economics 
which deals with all aspects of production, area of production and their trends, 
consumption with long- and short-term trends, transport, marketing and control, 
the experiences of other coirntries in this field, foreign trade, costs, mechanisation. 
It then goes on to a very thorough survey of the outlook for the future. It contains 
a large amount of useful statistical material.] 

Dibeotobate of Ecokomios and Statistios, .Ministby of Agbi- 
CULTUBE. Delhi: 1949 : 

Abstract of Agricultural Statistics of India, 1936-37 to 1945-46. 9^". 
Pp. XX -f 633, 

Co-operative Farming. 10". 31. Is, 

Crop Calendar. 11". Pp. 65. 

Estimates of Area and Yield of Principal Crops in Undivided India, 
1936-37 to 1945-46. Pp. 88. 5s, 5d. 

Indian Agricultural Statistics, Summary Tables for Provinces 1944- 
45 to 1946-47. 13". Pp. 19. 

Indian Coffee Statistics 1941-42 and 1942-43. 9^". Pp, 13. Is, 9d, 

Indian Food Statistics. 10". P}). xi + 115. 

India’s Forest and the War. 13". I^. 111. 5s, 6d. 

Jute Statistics. 10". Pp. 21. 

Matches. Investigation into an Alleged Combine in the Manu¬ 
facture, Distribution and Sale of Matches. Ottawa : Department of 
Justice, 1949. 9|". Pp. 134. 25 cents. 

[A detailed and very fully documented investigation by the Commissioner 
under the Combines Investigation Act into an alleged combine in the manufacture, 
distribution and sale of matches in Canada.] 

Nanjundan (S.). Indians in Malayan Economy. Delhi: Manager 
of Publications, 1950. 9|". Pp. 51, 2s, 9d, 

[This study was prepared by Mr. S. Nanjundan of the Office of the Economic 
Adviser to the Government of India. It deals with the basic features of the 
Malayan economy, the effect and reasons of Indian emigration to Malaya, its 
various stages, the volume of Indian investment in Malaya, followed by the 
author's conclusions based on the survey. Before the war there were some 750,000 
Indians in Malaya. Becently their numbers have dropped to about 600,000. 
Most of them are labourers in the rabber plantations, where their average stay 
was about three years. But their life and security has been greatly affected by 
depressions as well as war. It is suggested that some combination of subsistence 
farming with work on the estates would improve security. Before the war, 
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were practically iinor^anised. Recently there has been a rapid growth of 
unionism and collective agreements are now negotiated.] 

Note and the Explanatory Memorandum on the Budget for 1359 F, 
Hyderabad-Deccan : Government Press, 1949. 13". xii + 64. 

[This includes a great deal of statistical material dealing with the State of 
Hyderabad.] 

Pakistan. Report to the Food and Agriculture Organisation of the 
United Nations. Karachi: Ministry of Food, Agriculture and Health, 

1949. 8i". Pp. 32. 

[A report on the general economic position of Pakistan and on its resources for 
€igriculture, forestry and fisheries, prepared for F.A.O. It contains useful statis¬ 
tical and factual information, especially with regard to food and population 
problems of the country.] 

Queensland Year Book 1948. No. 9. Brisbane: Government 
Statistician’s Office, 1949. 8]^". Pi3. xi + 403. Cloth 3^. Paper 2a. 

[A now edition of this now familiar and well-established yearbook. It has 
now material covering, amongst other tiling, the working of the new Wlieat 
Stabilisation Plan and the industrial distribution of the Queensland working 
population at the time of the 1947 census.] 

Royal Commission on Population. Vol. III. Report on the 
Economics Committee. London: H.M. Stationery Office, 1950. 
9i". Pi). 64. la. 6d. 

[To be reviewed.] 

Statistical Handbook of the Sheep and Wool Industry. Canberra : 
Bureau of Agricultural Economics, Department of Commerce and Agri¬ 
culture, 1949. 13". Pp. viii -f- 105. 

[A full statistical record of the production and marketing of wool m Australia.] 

Titmuss (R. M.). Problems of Social Policy. History of the 
Second World War United Kingdom Civil Series, Edited by W. K. 
Hancock. London : H.M. Stationery Office and Longmans, Green, 

1950. 9i". Pp. xi + 596. 25a. 

[To be reviewed.] 

Union of South Africa. Social and Economic Planning Council. 
Fourth Annual Report for the Year ended 30tii September, 1948. 
Pretoria : Government Printer, 1949. 9^". Pp. 22. 3a. 

[A record of the recent activities of the Social and Economic Planning Council 
of the Union of South Africa, to which is appended a short factual and statistical 
survey of South African economic conditions during the last quarter of 1947 and 
the first three quarters oi 1948.] 

Union of South Africa. Third Annual Report of the Registrar 
of Banks for the Period ended 31st December, 1948. Pretoria ; 
Government Printer, 1949. 13". Pp. 41. 5^. 9d. 

[A statistical summary of the assets and liabilities of commercial banks and 
oertain other banking institutions in the Union of South Africa, preceded by a 
short survey of legislation and rulings which ailect banks registered in the Union,] 

Amebioan. 

1949 Survey of Consumer Finances. Washington, D.C. : Board of 
Governors of the Federal Reserve System, 1949. 10". Pp. 124. 

[This survey of Consumer Finances, prepared by a group in the University of 
Michi{^an, reprints eight articles that have appeared in the Federal Reserve 
BuUeitn, They cover such questions as consumer incomes, expenditures on 
durables, owmmhip and use m liquid assets, expenditure on housing and house¬ 
building, on automobiles, and fimuly saving and purchase of stock and bonds.] 
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United States Department of CoMMBROte. The Balance of 
International Payments of the United States, 1946-1948. United 
States: Government Printing Office, 1950. 9". Pp. viii + 275. 
55 cents. 

[This is a very useful statistical and factual account of all the many compo¬ 
nents of the U.S. balance of payments over the years 1946, 1947 and 1948. It 
discusses in considerable detail the amounts of imports from Europe and other 
areas under each main head and analyses the reason for increases or decreases and 
the relations of import to domestic output and consumption. It is to be regretted 
that little attempt is made to measure, by revaluation, the changes in volumes as 
distinct from values, or to compare volumes so calculated with pre-war volumes. 
One section attempts to relate the totals of imports, in broad categories and for 
continents, for the years since 1939 to hypothetical total imports calculated from 
the relation of imports to the gross national products over the years 1921-38. 
This shows, as was to be expected, a very considerable deficiency of present imports. 
It is a pity that the report does not go on to discuss more fully the vmderlying 
factors and the significance and permanence of structural changes in the U.S. 
economy in so far as they affect imports.] 

South American. 

Memoria anual. Decimocuarto ejercicio, 1948. Buenos Aires ; 
Ministerio de Finanzas de la Nacion, Banco Central de la Republica 
Argentina, 1949. 9^". Pp. 98. 

[The fourteenth annual report of the Central Bank of the Argentine Republic. 
It includes information concerning the Argentine economy in 1948; the balance 
of payments and the exchange system; foreign trade; bank credits and opera¬ 
tions ; the relation of the Central Bank to the other banks ;• and the stock market.] 

Ministerio de Aorioultuba y GanadbrIa. Conservacidn de 
Granos y Almacenamiento en Silos SubterrAneos. Buenos Aires : 
Direccidn General de Pomento Agricola, 1949. 10". Pp. 222. 

[A report prepared by the Director General of Agricultural Development of 
the Ministry of Agriculture and Livestock. It describes the experimental work 
which has been undertaken since 1941 on the Conservation and storage of grain in 
subterranean silos.] 

Ministerio de Agrioultura y GanaderIa. Razas Lecheras y 
Seleccion Racional. By R. Giobello. Buenos Aires : Direccidn de 
Informaciones, 1950. 9". Pp. 72. 

[This small pamphlet on the selection of dairy cattle is the first of a series 
which the information department of the Argentine Ministry of Agriculture and 
Livestock is planning to publish on many different aspects of dairy farming.] 

Programa para la estimacidn del Tngreso Nacional de Colombia. 
Bogota, Columbia : Grupo del Ingreso Nacional, 1949. 12J". Pp. 61. 

[A mimeographed copy of a plan for estimating the national income of Colum¬ 
bia, prepared by the National Income Group of the Bank of the Columbian 
Republic.] 

Dutch. 

Polar (P. L.). De Problematiek der Welvaartsplanning en hoar 
Ontwikkeling in de buitenlandse Litteratuur. The Hague : Centraal 
Planbureau, 1949. 9^". Pp. 62. 

[A study of the development of thought about the planned economy, mainly 
in England and America.] 

Tinbbboen (J.). Government Budget and Central Economic 
Plan. The Hague : Central Planning Bureau, 1949. 9y. Pp. li, 

[A short summary in English and French of the main features, techniques and 
interrelations of the economic plan and the budget in the Netherlands.] 
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Tinbergen (J.). Welke mogelijkheden en middelen bestaan er 
tot het in evenwicht brengdn van de betalingsbalans van Nederland na 
afloop van de Marshall-hulp onder gelijktijdig strcven naar een over- 
wegend vrijer internationaal handelsen betalingsverkeer ? The Hague ; 
Central Planbureau, 1049. 9^'". Pp. 53. 

[An intorosting and authoritative study of the trade and balanco-of-payrnonts 
problems of the Netherlands.] 

Stuijvenbbrg (J. H. van) (Ed.). Het Oentraal Bureau een 
Cooperaticf Krachtveld in de Nederlandse Landbouw, 1899-1946, 
Rotterdam : Central Bureau, 1949. lOJ". Pp. xxxvi -f- 520. 

[This is a liistory, sponsored by the Netherlands Kcionomio Institute, of tlie 
Central Purchasing Agency of the Dutch agricultural co-operative movement. 
In the 188Ds co-operation was the Dutch farmers’ answer to the dislocation caused 
by cheap American grain imports. One of the principal activities of co-operatives 
was bulk purchasing, for which the “ Centraal Bureau ” was founded in 1899. 
Against severe foreign and home competition on tVie unprotected Dutch market it 
caj^tured a strong iiosition in such trades (all described m detail) as fertilisers, 
fodder, coal, seeds, insecticides, etc,, and farm implements. Its objectives were 
better quality and lower prices, which 'were attained by reviving competition in 
tlieae markets. In 1938 69% of Dutch farmers were members of purchasing 
co-operatives; in that year the “ f’ontraal Bureau ” also took up soiling, especially 
of grain and potatoes. Because of its broad scope and the importance of its 
subject, this volume is a valuable contribution to the recent history of Dutch 
farming.] 

Luxembourgian , 

Statistiques ooonomiques luxembourgeoises, resume retrospcctif, 
August 1949. Service d’Etudes et de Documentation iSconomiques. 
Luxembourg: Ministere des Affaires Economiques, 1949. 11J'\ 

Pp. XV f- 311. 

[This handsome volume, which in format and printing typos shows its aflinity 
to the publications of the United Nations and our owm Digests and Abstracts, 
presents the main statistics of Luxembourg. Wherever possible—and that is in 
most eases — it gives a long run of figures, going hack to the last century in many 
mstaneoH, and usually to the early 1920s. It covers all tho mam holds of economic 
activity.] 


Hungarian. 

Laszld Kajk and his Accomplices before the People’s Court. Buda¬ 
pest, 1949. 8". Pp. 319. 

[A proems verbalt issued from the State Prosecutor’s Office, Budapest, of the 
trial before the People’s Court of LAzlb Rajk anil others for attempts to over¬ 
throw the democratic order of Hungary and other crimes.] 

R. Vogeler, E. Sanders and their Accomplices before the Criminal 
Court. Budapest: Hungarian State Publishing House, 1950. 8". 

Pp. 309. 

[This is the official record, published from the Office of the State Prosecutor 
in Budapest, of tho trial of Imre Geiger and associates, charged with espionage and 
other crimes.] 


International. 

International Bank for Reconstruction and Development. Fourth 
Annual Report, 1948-1949. Washington D.C.: International Bank, 
1949. 11". Pp. 66. 

[This annual report includes sections discussing tho rdle of the Bank, the nature 
and practical problems of economic development, the European Recovery Pro- 
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gramme and the loan activities and other operations of the Bank during the past 
year,] 

International Labour Office. Wages and Pajrroll Statistics. 
Geneva and London ; International Labour Office, 1949. 9J". Pp. 
176. 5s. 

[A report prepared for the Seventh International Conference of Labour 
Statisticians held in September 1949. It is principally concerned with the 
problems of evolving statistics that are comparable as between difCerent countries 
Doth in coverage and definition.] 

Year Book of Labour Statistics, 1947-48. Tenth Issue. Geneva 
and London : International Labour Office, 1949. 12". I^. xv + 303. 

155. 

[This tenth annual issue includes new tables on social security.] 

United Nations. The Economic and Social Council. Reference 
Pamphlet No. 2. Jiake Success: United Nations, 1949. 8". Pp. 
iv + 100. 15 cents. 

[An account of the structure and functions of the Economic and Social Council 
and of its work.] 

Economic Survey of Latin America 1948. Lake Success : United 
Nations (London : H.M. Stationery Office), 1950. 9". I^. xx + 279. 
155. 

[This regional survey was undertaken at the request* of the Economic Com¬ 
mission for Latin America and is the first comprehensive review of the economic 
structure in that region issued by the secretariat of the Commission. It reviews 
trends in production, covering manufacturing, construction, mining and agri¬ 
culture, the broad changes of populations, transport and trade and finally discusses 
the problems of balances of pa 3 rment 8 and the relations of Latin America to 
European recovery,] 

The Effects of Taxation on Foreign Trade and Investment. Lake 
Success; United Nations (London: H.M. Stationery Office), 1950. 
9". Pi). 87. 35. 9d. 

[A study prepared for the Social and Economic Council of the United Nations by 
the Fiscal Division of the Department of Economic Afiairs. It deals with the 
contributions of taxes on foreign trade and mvestment to government revenues, 
especially in under-developed countries, the importance of taxes in directing the 
fiow of goods and capital, the various types of tax barriers and tax incentives in 
the foreign trade field, the effects of double taxation and the attempts to eliminate 
it.] 

How the United Nations Began. Lake Success: United Nations, 
1949. 7i". Pp. 28. 15 cents. 

[This is the first of a series of pamphlets on the United Nations and its Agencies 
for use in schools.] 

The International Trusteeship System and the Trusteeship Council. 
Reference Pamphlet No. 3. Lake Success: United Nations, 1949. 
7|". Pp. iii + 59. 15 cents. 

[A short and somewhat bald catalogue of the work and achievements of the 
Trusteeship System.] 

Methods of Financing Economic Development in Under-developed 
Countries, Lake Success : United Nations (London : H.M. Stationery 
Office), 1949. 9". Pp. 163. 95. 

[To be reviewed.] 
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Public Finance Information Papers. Egjrpt. Lake Success: 
United Nations, 1949. lOJ". 31. 

[This Information Paper is in a new series, following on the publication of 
Public Finance Data in 1948-49. Its purpose is to present the conditions of public 
finance in selcKited territories with due consideration to economic development 
programmes.] 

Recent Developments in the World Economic Situation. Lake 
Success: United Nations (London: H.M. Stationery Office), 1949. 11". 
Pp. 48. 3«. 

[This brings up to date the World Economic Report, 1948.] 

Relative Prices of Exports and Imports of Under-developed Coun¬ 
tries. Lake Success: United Nations, 1949. 9". Pp. 156. $1.00. 

[To be reviewed.] 

Review of International Commodity Problems 1949. Lake Success : 
United Nations (London: H.M. Stationery Office), 1950. 11". Pp. 

viii + 76. 4:8, 6d, 

[This third annual review deals first with the general problems that have arisen 
since the war : the restoration of production in areas of devastation; the over¬ 
taking of arrears of demand and of stock shortages; the effects of increased 
bilateral trading; the reduction in the field covered by international allocation. 
It goes on to the immediate current problems of international consultation and 
action: the wheat agreement; the tea agreement; the work of the Sugar Council, 
tlio Study Groups covering rubber, wool, tin; other more general activities of 
F.A.O., I.T.O. and the various United Nations Commissions. Finally, there is a 
valuable series of short surveys of the main commodities, with most of the essential 
statistics.] 

Statistical Yearbook, 1948. First issue. Lake Success : United 
Nations (London : H.M. Stationery Office), 1949. 11V'. P]). 481. 40^. 

[This is the first issue of a new United Nations Statistical Yearbook wdiich will 
in future appear annually. It continues the work, and has a slightly broader 
coverage them the Statistical Yearbook of the League of Nations which ceased 
production in 1946.] 

The Will to Co-operate. A discussion guide on the General 
Assembly. Lake Success: United Nations, 1949. 8". Pp. 29. 15 

cents. 

[Brief popular notes on the work of the General Assembly.] 

World Fiber Review 1949. Washington D.C. : Food and Agri¬ 
culture Organization of the United Nations, 1949. 11". Pp. 118. 

50 cents. 

[In 1948-49 the current supply of wool, jute and silk had again to be supple¬ 
mented from stocks, but cotton production for the first time since the war 
exceeded consumption. The consumption of all fibres rose to 94% of the 1934-38 
average, but the per head consumption remains about 15% below the level of the 
last pre-war season. This volume presents and analyses all the basic statistics 
for each of the principal fibres, and discusses the world trade and homo con¬ 
sumption of textiles.] 

World Statistical Congress. Proceedings of the International 
Statistical Conferences, Vol. 11. Edited by W. J. Bruce. I^ake 
Success : United Nations, 1949. 9|". Pp. 275. 

[This contains the papers or addresses prepared for the World Statistical 
Conmss convened at the sugeestion of the Economic and Social Council and held 
in Washington during Marc]il947. There are some thirty papers in all, covering 
the statistical work of the United Nations, its specialised agencies, statistical 
developments in different countries (Mr. Stafford of the Board of Trade describes 
those in the United Kingdom), international comparability, the comparability of 
national income statistics and the special problems of demographic statistics.] 
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1948 Yearbook of Food and Agricultural Statistics. Vol. I, 
Production. Washington D.C.: Pood and Agriculture Organization 
of the United Nations, 1949. 11". Pp. xviii + 283. $3.50. 

[This invaluable work, produced for F.A.O. presents tables of output of com¬ 
modities on a comparable basis, building up to totals for continents and the world. 
A further series of tables rfiows the full agricultural activities and output of each 
nation in turn.] 

United Nations Conciliation Commission for Palestine. 
Final Report of the United Nations Economic Survey Mission for the 
Middle East. Part I. The Final Report and Appendices. Pp. 
viii + 102. Is, Part II. The Technical Supplement. Pp. 
vi + 74- 65. Lake Success: United Nations, 1949. 11". 

[To be reviewed.] 
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economic; progress, RETROSPECrr AND PROSPEC T ^ 

The economists of to-day are no less ready than their ]>re- 
dccessors to proffer advice on the ordering of affairs. Indeed, if 
there arc any among our administrators who think that this advice 
is important, they must be embarrassed at its j^rofusion, and they 
may well feel every symjmthy w ith the plight of tlie Confucian 
discij)le of whom it VAas said : “ When '^rzu-lu heard any ])recept 
and w^as still trying unsuccessfully to ])ut it into practice, his one 
fear was that ho might hear some fresh ])recept.'’ 1 shall not add 
to their embarrassment, for although wdiat 1 have to say lias some 
relation to economic policy, the precepts that 1 have to expound 
are mellow wdth great age. 

J'he presumption that, once a country has transformed itself 
into a modern industrial society, its continued material progress 
is assured (in the absence* of a political cataclysm) seems to have 
long survived the loss of belief in jirogress in general, and until 
recently it appeared to be undisturbed by all t he disorders of our 
time. We might not be prepared to go quite so far as Mill who 
declared in 1848 : 

Whatever may be the other changes which the economy 
of society is destined to undergo, there is one actually in 
progress concerning w Inch there can he no dispute . . . there 
is at least one progressive moment Avhich continues with 
little interruption from year to year and from generation to 
generation; a jirogress in w'calth; an advance in what is 
called material i)rosperity.” ^ 

But it was at any rate possible for a distinguished authority 
in 1944, when a bleak view' of our future might well have been 
held, to suggest, on the basis of certain assumi)tions which he 
presumably thought to be reasonable, that it w^ould be possible 
for the British people in 1948 to consume 19% more goods and 
services than in 1938, to invest 25% more and to produce enough 
exports to pay for all the necessary imports.^ In the event, 

^ Presidential address delivered to Section F of the British Association for the 
Advancement of Science on September 1, 1950, at Birmingham. 

• J. 8. Mill, Principles of Political Econoftiy (Ed. Ashley), p. 696. 

* Lord Beveridge, Full Employment in a Free Society t Appendix C. See also 
Lord Beveridge's Pamphlet summarising the content of his book, p. 46. 

No. 239.—^VOL LX. H H 
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things did not turn out quite so well; but the experience of this 
country in the decades before the war did not suggest that such 
a forecast was unduly optimistic. Economic statisticians have 
estimated that between 1880 and 1913 the real income of this 
country more than doubled and that average real wages rose by 
about twO'fifbhs. Further, they tell us that, although this pro¬ 
gress was interrupted by the First World War, by 1924 real 
income had almost recovered to its pre-war level, while real 
wages were about 12% higher. We look back on the inter-war 
period as one of economic distress. Yet the estimates are that 
between 1924 and 1938 aggregate real income rose by about a 
quarter, and average real wages by over a fifth.^ All this con¬ 
firms the common observation that we were a good deal better 
off on the eve of the Second World War than we had been before 
the First. To this progress many factors had contributed, in¬ 
cluding, of course, our more fixvourable terms of trade. But the 
main cause was the rise in industrial production, which was 
estimated at 84% between 1907 and 1937. This was equivalent 
to an increase in output per wage-earner of 47% and, since the 
length of the normal working week had been reduced during the 
period, to an increase in output per man-hour of 65%.^ Most of 
this advance was achieved after 1924—in the years of industrial 
stagnation, so-called. As was suggested of another period that 
has a bad name in economic history, that from 1815 to 1850, the 
events which most impress themselves upon the attention of con¬ 
temporaries are not always the most representative of the period.^ 
Economic progress (in the sense of a rise in production and real 
income per head) may sometimes make loss impression on opinion 
than the instability which attends the advance. It was, of course, 
the persistence of heavy unemployment that had given the inter¬ 
war years a bad name. Since, however, substantial progress had 
been made in spite of that unem^Joyment, and since it was 
thought that we had discovered how to avoid it in the future, 
there appeared to be justification for the confident extrapolations 
of 1944. 

Yet many of the wise men of the past had, in the relatively 
favourable conditions of their own time, inclined to the view that 
material progress, like happiness, never continues long in one 
stay. The shadow of Malthus hovered over the economy of the 

^ These estimates were brought together in Professor Pigou’s Wage Siatistice 
and Wage Policy, 

* Cf. L, Rostas, Comparative Prodmtivity in British and American Industry^ 
p. 49. 

® W, W. Rostow, British Economy of the Nineteenth Century^ p. 19. 
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early nineteenth century, and in the Victorian heyday Jevons 
had created some despondency by pointing to the })robable effects 
of the disappearance of one of the main natural advantages upon 
which British industrial i)rogress had depended. With the ex¬ 
haustion of easily accessible coal the cost of fuel must rise,’* he 
said, ‘‘ perhaps within a life-time, to a rate injurious to our manu¬ 
facturing and commercial supremacy, . . . and the check to our 
progress must become perceptible within a century.” ^ Nearly 
fifty years later Marshall, after referring to the rise in real wages 
during his life-time at a rate which [had] no parallel in the past 
and [might] probably have none in the future,” expressed fears 
for what the coming years had in store for us—fears based largely 
on the probable worsening of our terms of trade with primary- 
producing countries. This was, he said in 1907, an ''age of 
economic grace ” which “ may run out before the end of the 
century.” ^ 

Some of these misgivings have been justified, although not 
always in the way that their authors exi>ected. It is true that 
the Malthusian devil appears finally to have left our shores for the 
more congenial demographic climate of Eastern Asia. But we 
no longer enjoy superiority in natural resources; the age of dear 
British coal has come, and we have fewer advantages than many 
other countries in access to supplies of alternative sources of 
power. As for the terms of trade, after two decades in which 
cheap imports had placed a cushion under our elbows, these have 
moved against us at a critical time, although of course it would 
be very rash to assume that the present relationshij) between the 
prices of primaiy and manufactured products will persist for a 
long time. These, how^ever, have not been responsible for the 
most serious damage to the foundations upon which economic 
progress in the past was believed to rest. The breakdown in the 
system of multilateral trade, the disappearance of an international 
monetary standard, the abandonment of a freely w orking pricing 
system, the spread of monopoly both private and public, the estab¬ 
lishment of burdensome taxation systems, all these would have 
seemed to the nineteenth-century observer to poison the sjjrings 
of progress. Now it is believed that we can dispense with some 
of the props wdiich our fathers thought to be essential to a pro¬ 
gressive system; but many of them are still deemed to be neces¬ 
sary, and these it is the object of policy to set up again. At the 
end of the war, however, it would have been very optimistic to 

' W, S. Jevona, The Coal Question (3rd edition), p. 274. 

• A. C. Pigou, MemoriaU of Alfred Marsludl, p. 326. 
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expect any quick success in reaching this result, and at the same 
time it was obvious that our own relative position in the world 
economy had gravely deteriorated. How is it tlien that our faith 
in the continued material progress of this country was so largely 
unimpaired ? Our hopes for the future depended, I think, upon 
two factors, first, the continuance of those improvements in indus¬ 
trial technique and organisation which have been the chief 
proximate cause of economic j^rogress so far and, second, the 
preservation of full employment for a long time ahead. 1'here 
seemed no cause for doubting that applied science would continue 
to yield its fruits in higher production, and with full employment 
firmly within our gras]), there was no reason why we should throw 
away a large jiart .of the benefit that technical progress made 
possible, as we had done between the wars. A state of full 
employment has been maintained since tlie war; but, in sjiite of 
that, our economic position has become precarious. It was 
natural, therefore, that increased attention should be focused on 
the former of the two factors on which our hopes rested, namely, 
technical progress and efficiency. This interest has been stimu¬ 
lated by numerous inquiries into our industries, inquiries which 
have brouglit to light serious deficiencies in some of them. These 
are now being underlined by the various Productivity Teams 
which are the fortunate beneficiaries of American instruction and 
American hospitality. 

The conclusions that have been generally reached are that, 
while our industries made considerable technical advances between 
the wars, the advances were less rapid than those made by our 
com])etitors, and that if we arc to balance our international 
accounts and even to maintain the present standard of living, 
massive improvements in technique and organisation are neces¬ 
sary throughout industry. One of the reasons for the backward¬ 
ness of our older industries (so it is urged) is their unsatisfactory 
equipment. The higher capitalisation of American industry, the 
fact that the American worker in most trades is assisted by a 
greater amount of power machinery than the British, is hold to be 
a major cause of the disparity in productivity between the two 
countries. The remedy, it seems, lies in heavier industrial 
investment. Now there is little doubt that differences in capital¬ 
isation correspond very closely to differences in productivity, both 
between countries and between periods. Economic progress, it 
has long been a truism to state, is closely correlated with the rise 
in capital per head. This, however, does not take us very far. 
Why do these differences exist? Why has Britain become in- 
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feriolT to some other countries in this important respect ? Is it 
merely an injection of fresh capital into our industrial system that 
is required? These arc fundamental questions which 1 should 
like to discuss. 

In the first place, it seems to me that, in this diagnosis, atten¬ 
tion has been confined to symptoms and that the deey)er causes of 
economic disparities have been ignored. I am led to this view 
because I observe that for several of our industries in which com¬ 
parisons of productivity are unfavourable to us, the cause, or 
]jart of it, is to be found elsewhere than in a disparate growth in 
caj)ital investment. For example, the steep rise in output per 
man-shift in the German coal-mining industry during the thirties, 
a rise which left the Germans far ahead of the British in this 
respect, was not attributable mainly to the use of more mining 
equipment, for the mechanisation of German mining had been 
almost comj)lete before 1930. The chief reason given for the 
advance was the better organisation of mining operations. It 
was not that the industry w'as provided with more resources, but 
rather that it made better use of those which it already y^ossessed.^ 
Again, the far higher productivity of the American building 
()y)erative when compared with the British in tlie erection of 
roughly similar buildings does not depend on a much greater use 
of cai)ital equipment. I'he chief causes are to be found, first in 
the mt'thod by which the Americans organise the whole comi)lex 
of operations between the time when the contract is let and the 
time when the building owner takes ])os8ession, and, second, in 
the different attitude of the American operative towards his work.^ 
Then, I am told of a company which operates almost identical 
])lants in the United States and here and which gets substantially 
higher productivity from the American one. The recent experi¬ 
ments that have been made in the cotton industry show that large 
increases in productivity can be obtained without additional 
investment and merely by the re-organisation of the mills—the 
re-arrangement of the machines and the “re-deployment ’’ of the 
workers.® These examples suggest that high productivity is 
often the result of the way in which the capital resources are used, 
and is not determined solely by the quantity of them. The key, 
in other words, is to be found in organisation. 

Even when we compare industries where the capitalisation in 

^ Cf. Ministry of Fuel and Power, Report of Technical Advisory Committee on 
Coal Mining (Cmd. 6610), pp. 29 et seq. 

* Working Party Report on Building (Ministry of W^orks), Chap. 18; and 
Report of the Building Productivity Team, 

* See Reports of the Cotton Manufacturing Commission (Ministry of Labour). 
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America is much higher than it is here, and where the productivity 
appears to be closely correlated with the amount of capital used, 
the causes of the disparity remain more interesting than the fact. 
In some cases, failure in this country to adopt more capitalistic 
methods is apparently due to institutional arrangements. In the 
British cotton industry it is alleged that wage systems based on 
the conditions of the past and the objections to multiple-shift 
working have made the widespread use of more modern types of 
machines unprofitable. Sometimes the inferiority of our business 
organisers to the American has been given as an explanation. 
This is a point to which I shall return. There is, however, another 
tj^e of argument which is more difficult to handle. Static 
analysis normally explains the differences in capitalisation and in 
organisation between countries in terms of the relative scarcities 
of the various factors of j)roduction. Where skilled labour is 
cheap and capital expensive, it is to be expected that firms will 
use less capitalistic methods than they do in countries where the 
reverse relationship applies. I’his may mean that the two 
countries in our comparison specialise on different qualities of 
the same good; the first is likely to concern itself with high 
qualities and specialities, and the latter with mass-produced 
goods. While this reasoning is satisfactory in explaining the 
contrast that exists at any moment, and while it also indicates 
that it would be dangerous for us to play the “ sedulous ape ” to 
the Americans, it does not justify complacency, for the argument 
scarcely touches the dynamics of the problem. No doubt one 
reason why the Americans in the middle of the nineteenth century 
were pioneers in the adoption of the “ interchangeable method ’’ of 
production in engineering, w^as that, in the absence of a large 
supply of skilled labour, they had perforce to seek for means of 
economising its use. This meant the standardisation of products 
and processes and the employment of highly mechanised methods 
of manufacture. Once these methods had come into use, how¬ 
ever, a chain of consequences followed. The initial standard¬ 
isation of components and, to some extent, of finished products 
also, was brought about by the lack of skilled labour. But 
standardised output influenced consumers’ tastes in the direction 
of uniformity, and a uniform demand thus provided opportunities 
for mass-production methods. In a particular context, it can 
be seen how what might have been originally regarded as a 
deficiency was later put to glorious gain; for when the motor-car 
production began, the existence of parts-making industries accus¬ 
tomed to working on the interchangeable principle ” provided 
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advantages to the American car manufacturers that were not 
present in this country. It was thus the enterprise of the 
Americans in overcoming an initial disadvantage which won for 
them benefits which time showed to be cumulative. 

The conclusion is, then, that while material progress is affected 
by numerous circumstances, it is fertility in resource and imagin¬ 
ative enterprise which lie at its root. Where these qualities are 
present in a population and are given opportunities to exercise 
themselves, obstacles to progress are readily overcome. In the 
presence of enterprise, moreover, the capital needed for high 
productivity is seldom lacking. It is en’oneous, in my view, to 
look to the side of savings for a leading cause of any deficiency in 
capital equipment, for enterprise generates its own savings out 
of the higher incomes which it makes possible. In the old 
civilisations of Asia, what has retarded economic progress is the 
lack of native entre})reneurial ability far more than a shortage of 
capital or skilled labour. As a result, in India and elsewhere, 
until very recently, the not inconsiderable savings of the wealth}^ 
have been used in the creation of consumers' caj>ital or in loans 
for consumi)tion purj)oses, and material progress was largely 
confined to those sectors of the economy in whicli foreign entre¬ 
preneurs participated.^ In the one Asiatic country where entre¬ 
preneurial skill was available (Japan), industrial progress was 
remarkably raj)id as soon as it w^as allowed freedom to exercise 
itself, in spite of the initial shortage of ca])ital. I suggest, 
therefore, that the capitalisation of industry is a function of 
enterprise, and that the higher pmductivity which the extensive 
use of capital makes ])OS8ible, depends ultimately on the suj)i)ly 
of entrepreneurs. 

This brings me to another stage in my argument. Economic 
efficiency refers not merely to the relation between input and 
output in particular industries. It has also to do with the way 
in which the whole resources of a community are distributed 
among the different uses to which they can be put. One reason 
why our income per head before the war was not far short of that 
of the United States, in spite of their superior productivity in 
manufacturing and mining industry, was that a larger proportion 
of our workers was found in those industries which in all countries 
have a relatively high productivity. This was the consequence 
of our having carried industrial specialisation to an extreme limit, 
with the result that in 1939 only 5% of our working population 

^ Cf. Preparatory Asiatic Conference of the International Labour Organisa¬ 
tion, The Economic Background of Social Policy (1947), pp. 3, 97, 100, 165. 
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was engaged in agriculture (which in every country is a low- 
productivity industry) compared with 20% in the United States. 
This specialisation was one of the reasons for our great material 
progress in the past. At present, when the change in the con¬ 
ditions of international trade is forcing us at great cost to retrace 
our steps, we may wonder if this specialisation did not mean our 
giving too many hostages to fortune. Still, up to 1939, we rea])ed 
great advantages from it, and whether in the long run the j)olicy 
will be counted wise may not be told until our story is finished. 

The eflBoient distribution of resources is not a oncc-for-all 
operation. An economic system cannot progress unless, with the 
inevitable changes in circumstances, it alters that distribution. 
This is especially important for a country that has owed part of 
its material well-being to superiorities that time destroys, such as 
those that come from exhaustible natural resources, or to an early 
start. In this kind of adaptability Great Britain once showed 
great skill; but her achievements in this respect during the last 
thirty or forty years have not matched those of her i)ast, nor 
indeed those of other countries. Our industrial weakness during 
the inter-war years was demonstrated far more by our failure to 
secure a substantial share of the new trades that rose during that 
time than it was by the probably inevitable decline of our older 
staple manufactures. Lack of resilience may bo regarded as a 
serious cause of misgivings about the future, for economic progress 
is associated far more with a capacity to take the lead in new^ 
industries than it is with steady technical progress in the old. 
This is particularly true of a country that occupies a position like 
ours in the world. With our superiority in natural resources gone, 
and with the knowledge and experience of established industrial 
technique widely spread among the peoples, wo can hope to 
maintain a high rate of progress only if we show^ imagination in 
scouring out new channels. 

This brings me to the proj}osition which lies at the heart of my 
theme. It is that economic progress springs less from the detailed 
improvements effected in the methods of established industries 
than from massive innovations which lead to the creation of new 
ones. In other words, the rise in material w^ealth depends not 
so much upon steady progress in turning out familiar things 
(although, of course, that is important enough) as upon the dis¬ 
covery of new ways of producing those things and upon finding 
new things to produce. If tins is true (and I believe that the 
history of any period in which there has been a striking advance 
in material wealth justifies this view), then it means that of all 
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the forces that make material progress possible, industrial leader¬ 
ship is the most powerful. The key to progress is held by the 
man who is capable of effecting novel combinations of resources, 
often for the creation of fresh classes of goods. I do not think 
that anyone who studies the development of any economically 
progressive country over the last century can fail to agree about 
the major part that has been played by a comparatively small 
group of forceful pioneers. They have not always been entre- 
])reneurs in the classical sense, that is to say, independent business 
men working with their own resources. Many of them have been 
salaried officials. What has distinguished them has been their 
capacity for imposing their authority on their organisation and ol* 
persuading others to entrust them with the resources necessary 
for new ventures. This type of man is the true ontrej)reneur, as 
distijiet from the ordinary run of business man wliu treads the 
])ath beaten out for him. Professor Hchumpeter has made us 
familiar with this distinction, which he used in ex])Ounding Ins 
theory of economic develojiment; but other economists—as well 
as most business men themselves, no doubt—have observed it. 
IMarshall, for exam])le, drew' a contrast between those business 
men wlio have prospered by steady adherence to affairs, largely 
of a routine character; w'ith but little use of tlie higher imagina¬ 
tion . . .,” and the leaders on wdiose work the ])rogress of industry 
most de])ends.” ^ A recent investigator into business behaviour 
has laid em])hasis on the special importance of the i)art played in 
industrial progress by the ‘‘ surging energy of the founder-type of 
personality.” ® 

In his role as the chief contributor to material progress, the 
industrial leader is not concerned merely with meeting existing 
demands by fresh combinations of resources. His equally im¬ 
portant function is the creation of new diunands. 

Innovations in the economic system do not as a rule 
take place in such a way that, first, new' wants arise spon¬ 
taneously in consumers and then the productive apparatus 
swings round through their pressure. ... It is the producer 
who as a rule initiates economic change and consumers are 
educated by him if necessary; they are, as it were, brought 
to want new things. . . ® 

Professor Knight has expressed the same idea : 

‘‘It is common to think of the economic process as the 
production of goods for the satisfaction of wants. This view 

^ Memoriala of Alfred Marshall, pp. 331-2. 

® P. W. S. Andrews, Manufa-cturing Business, p. 284. 

9 J, A. Schumpeter, The Theory of Economic Development (1934), p. 65. 
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is deficient in two vital respects. In* the first place, the 
economic process produces wants as well as goods to satisfy 
existing wants, and the amount of social energy directed to 
the former ... is very large and constantly growing.’’ ^ 

A German student of industrial organisation is following the 
same lino of thought when he states : 

“ Industrial development is not merely the result of a 
passive adaptation to technical progress and market con¬ 
ditions. On the contrary, modern industry . . . actively in¬ 
fluences markets ... in order to mould them according to 
its requirements.” ^ 

Thus, although as Adam Smith said : ‘‘ Consumption is the 
sole end and purpose of all production,” large increases in con¬ 
sumption usually result from the initiative of i)roducers who 
persuade people to want new things, and who themselves act as 
if production were the end of economic activity. According to 
this view then, the changes which contribute most to progress 
arise from impulse within industry rather than from impact 
upon it. 

These industrial leaders set the pace in industry as a whole, 
for they draw after them the “ routineers ” whose old markets 
are destroyed or whose methods are rendered obsolete by innova¬ 
tions. Those who cannot follow fall out of the race. So it may 
be said of the true entrepreneurs as was said, in a more elevated 
context, of the greatest nation of innovators in history : “ They 
were bom into the world to take no rest themselves and to give 
none to others.” Whether this striving for material progress is a 
good thing, whether Mill was right in looking forward wistfully 
to the coming of a stationary State, are questions that do not 
concern me here. All I need say is that however much the 
present generation is repelled by some of the manifestations of 
material progress, it seems firm in its belief that higher real 
incomes are among the most desirable benefits to which mankind 
can attain. Again, no one would deny that the process of 
creating new wants, or of diversifying existing wants, is attended 
at times by waste. But whether in such a society as our own we 
need to charge our bureaucrats with the responsibility of pro¬ 
tecting us against that waste and of saving us from the possible 
social disaster of getting what the innovators-and their publicity 
agents make us think we want is a question which, fortunately, 
lies beyond the scope of this paper. I steer my discourse warily 

1 F. H. Knight, Risk, Uncertainty and Profit, pp. 318-19. 

* H. von Beckerath, Modem Industrial Organisation, p. 190. 
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away from these speculations towards a purely economic question 
upon which the argument may throw some light. Theoretical 
economic analysis commonly proceeds on the assumjjtion that a 
business man, when acting rationally, enlarges his output to the 
point at which his net profits are maximised; but this assumption 
seems to be refuted by the common observation that the general 
run of business man is content to stop short of that point. His 
aim is rather to ensure to himself over a long period an income 
which enables him to maintain a customary standard. Now, in 
an unprogressive society, or even in a protected sector of a pro¬ 
gressive society, he is no doubt able to follow this policy. But 
the intrusion of a few restless, ambitious and exceptionally capable 
innovators into the system forces the comfortable and the 
psychogically well adjusted out of their routine. They must 
become economic men or go under. The appetites which drive 
the innovators forward may, it is true, be quite other than the 
conscious desire to maximise profits; indeed, their motives are 
obscure. Yet since jiecuniary gain provides a clear demonstration 
of their success, their activities are likely to produce a result in 
conformity with theoretical expectations in their own case, and 
the result for industry as a whole (or for that part of it that is 
being affected by their innovations) may not be very different 
from what it would be if the theorist’s assumptions were correct. 

This will be true, of course, only in a society in which the 
activities of innovators are not serit>usly impeded. Where law 
and ])ublie opinion are favourable to free entcr])rise, the routineers 
must adjust themselves to change or go out of business. But 
whenever defensive action by the routineers is })ossible, they will 
take it, as can be seen by many examples drawn from both before 
and since the ‘‘ age of economic grace.” If such defensive action 
is supported by the State, then a powerful brake may be imposed 
on material progress. The action may take forms familiar to us 
in our own day, restrictive practices of the kind associated with 
cartels and trusts, product differentiation and the like. The 
object of these practices is not usuallj’^ the exploitation of the 
consumer in the crude sense, but rather the provision of insurance 
against a sudden change of circumstance. I’he practices may win 
considerable public sympathy, for although the results of economic 
change are welcomed, the change itself is disturbing. Yet a society 
where defensive action in support of threatened interests is gener¬ 
ally successful is not a society that can expect great advances in 
material well-being. It may, therefore, be a true instinct among 
the Americans, who of all people are still the most avid of material 
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progress, to see in cartels and monopolies the canker at the heart 
of the economic system. 

If they are right, it is not mainly for the reasons given by 
static economic analysis. Economists usually object to de¬ 
partures from their ideal competitive system on the ground that 
imperfect competition and monopoly lead to higher jmces, lower 
output and less emidoynient than would exist if industries were 
conducted under conditions of perfect competition. Afiart from 
the fact that perfect competition is usually an unreal alternative 
in the actual world, it may be suggested that this conclusion is 
not of primary importance in the consideration of a dynamic 
system. The substitution of monoj)oly for competition may 
certainly involve waste; but as long as the industrial system as a 
whole is moving forward under the impetus of great technical 
discoveries applied by creative entrepreneurs, the w^astes that can 
be detected at any moment in particular areas of the system as a 
result of monopoly are likely to be dwarfed by the progress else¬ 
where, and are in any case likely to be temporary. The real 
danger of monoi)oly arises when it is used to impede change. A 
society that keeps the channels of innovation clear need have 
little fear of the waste that arises from monopoly or imperfect 
competition in cdahlished industries. It is when these channels 
become choked that material progress slows down. If wo look 
back on the metal industries of the last quainter of the nineteenth 
century, w^e can see that from the standpoint of economic progress 
the significant fact was not the extent to which the output of 
wrought iron was then restricted by the imiierfections of com¬ 
petition among the producers, each with his famous brand of 
iron, but rather the entire destruction of the older forms of pro¬ 
duction by the coming of mass-produced steel. In the same way, 
1 suggest, material progress in so far as it depends upon a supply 
of cheap textile materials will be bound up less with the success 
or failure of official schemes in the United States and elsewhere for 
keeping up the price of raw cotton than with developments in the 
manufacture of synthetic or semi-synthetic fibres—developments 
that have already brought dowm the price of staple fibre below 
that of raw cotton. 

This brings me back to a consideration of our own affairs. 
Because of our precarious international position, not merely an 
advance in our material prosperity, but even the preservation of 
our existing standards, depend upon our demonstrating a capacity 
for industrial leadership. Yet, in spite of the achievements of 
our scientists and inventors, there can be little doubt that during 
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the last few decades we have fallen beliind other nations in success¬ 
ful industrial innovation. 'We have seen tlie undermining of our 
position in established industries by develoj^ments that have 
taken place abroad rather than at home. 1 can nder to only a 
few of the numerous causes that have been responsible. One of 
them, without doubt, lias been the pre-occujiation of ])oliey with 
the buttressing of threatened positions rather than with clearing 
the way for fresh enter])rise. But policy reflects social opinion, 
and it may be contended that this has been hostile to the exercise 
of industrial Icadershij). Sixty years ago Marshall noted that 
while economic ])rogress did not necessarily require the mainten¬ 
ance of those rights of jiroperty that lead to extreme inequalities 
of wealth, it did depend upon the existence of a social milieu 
sympathetic to the exercise of free, individual resy)onsibility.^ 
Later, in his Industry and Traddy he ])ointed out that the United 
States was satisfying that condition more completely than this 
(jountry : 

“ As arts and sciences flourish best where their followers 
work for the a[)])roval of brethren of thi' craft, . . . so business 
flourishes most where the aim of the business man is not to 
shine in elegant society, but to be held in resyiect by those 
who are the best judges of his sjiecial form of strengtii. 

“ This exclusive devotion to one ])ursuit,” he added, 
‘‘ involves some loss of life to the individual, but the con¬ 
structive economic force which it gives to America at this 
phase of her development is unique.” - 

Although it can scarcely be said that the Bi itish business man 
to-day is distracted by a desire to shine in ('legant society (for 
in contemporary England he would hav^e difficuilty in discovering 
that particular tirmanient), his ” special form of strength ” is not 
one wdiich at present wins social aj)probation, and he is under 
even more insidious tem])tations to dissipate his energy. (\m- 
sider the advisory committees, wwkiug parties, councils and 
associations, both official and unofficial, that have j)rolif(uat('(l 
in recent years ! 

Centralised economic planning, moreover, necessarily restricts 
the functions of the industrial leader, for it leaves little oppor¬ 
tunity for wffiat has been called the very essence of free enterprise, 
namely the concentration of responsibility in its two aspects of 
making decisions and taking the consequences of decisions when 
put into effect.” ® Under planning the business man cannot on 

^ Memorials of Alfred Marshally pp. 282-3. 

* A. Marshall, Industry and Tratli\ p. 

* F. H. Knight, op, cit., p. 349. 
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his own responsibility create new combinations of resources; he 
becomes merely the administator of such resources as are allotted 
to him for given purposes. J'rofessor MacGregor in his latest 
book draws a distinction between policy and plan, “ A policy,” 
he says, “is directive; a plan is executive.”^ Applying this 
principle to our present arrangements, he argues that only a small 
part of our economy, the nationalised sector (which according to 
Mr. Morrison is to be only 20% of the whole), is to be planned, 
while 80% of it will remain private and so subject to the method 
of policy. This definition may have its uses; but it conceals the 
real nature of planning. To my mind the distinctive feature of 
planning when compared with free enterprise is that the business 
man is unable to create fresh combinations of resources unless he 
first obtains the permission of the central authority whose de¬ 
cision follows from the plan which it has made. In that sense 
our present-day economy is largely planned, although how far 
these conditions are to be regarded as permanent and how far as 
arising out of our special post-war difficulties is not easy to 
determine. 

Now it does not follow that if the private entrepreneur in this 
country has liad his day, the function of innovation can no longer 
be performed at all. An alternativ^e agency is the State, and we 
are thus led to consider whether government is, or can be made, 
competent to discharge this function which is so essential to 
material progress. I have little time to give to this question, but 
1 should like to make a few comments upon it. In some countries 
the government has played a very important role as an innovator, 
and through its initiative the economic life of whole nations has 
been transformed. But its most notable successes have been 
achieved in introducing into primitive societies, where experienced 
private entrepreneurs have been scarce, the technique and forms 
of organisation already worked out in advanced countries. We 
cannot yet find, I think, any example of a State’s having been 
responsible for developing successfully industries of an entirely 
novel kind in advanced societies, excejit perhaps those that serve 
military needs. When the government intervenes in such societies, 
it concerns itself with what is already established. It plans in 
relation to what exists, not in relation to what may be called into 
existence. Its tenderness for what already exists may even 
jeopardise the birth of new ventures, for economic advance fre¬ 
quently involves the destruetion of established positions and the 
decay of industries that have become obsolete. A government 

1 D. H. MacGregor, Economic Thought and Policy, pp. 132-3* 
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can hardly be expected to take up new and untried ventures and 
to persist, in spite of disappointment and public criticism, in 
carrying them over the harrassing period of experimentation until 
they have become transformed into new industries. The concen¬ 
tration of attention on established firms is damaging to economic 
progress because new developments do not always, or even usually, 
spring from the more obvious origins. In this country it was not a 
firm in the major textile spinning industries, nor in the chemical 
industry, that built up the rayon industry, but a silk-weaving 
firm which hapj)ened at a critical moment to be employing an 
imaginative chemist in its dyeing department. It was not the 
great engineering firms that took up motor-car manufacture, but 
small firms in the bicycle, tinplate-ware, electrical api)aratiis and 
sheep-shearing machinery trades. Further, in many lines of pro¬ 
duction, there seems to be no unique solution to the problem of 
efficient organisation. An equally good result can be achieved in 
several different ways, and it is difficult to believe that a govern¬ 
ment would deliberately promote a diversity of this kind, even if 
it went so far as to recognise that diversity is itself fertile. The 
immense variety in the methods by which a v oollen manufacturer 
may achieve a given standard of efficiency was noted by the Wool 
Working Party. ^ Diversity of method is even more character¬ 
istic of new industries in their earh»^ days than of old industries, 
and the superiority of any single method (if that ever emerges) 
is only brought out amhularulo. 

In the end the problem for government as for private enter¬ 
prise becomes that of selecting the right person and of giving him 
scope for the exercise for his powers. The State may do this 
just as well as private enteqmse for established undertakings, but 
it is not easy to see how it can carry out this function in the case 
of ventures which arc in process of being born, for the men who 
are likely to do best in them are generally still young, imknown 
and untried. Any alternative to the older system must provide, 
to quote again from Marshall, “ some reasonably efficient sub¬ 
stitute ’’ for the freedom which that system offered “ to construc¬ 
tive genius to work its way to the light and to prove its existence 
by attempting difficult tasks on its own responsibility and suc¬ 
ceeding in them; for those who have done most for the world 
have seldom been those whom their neighbours would have 
picked out as likely for the work.” ^ One must not, of course, 
press this argument too far. If the supply of private initiative 

1 Report of Wool Workitig Party, pp. 11 and passim• 

* MemotiaU of AlfredJdarshall, p.^284. 
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shows signs of failing, either through a decliiie in energy or through 
the creation of an environment uncongenial to its exercise—and 
this may come about through changes in social policy which the 
public requires—then the State must step into the breach. The 
time has not come for a final judgment on this issue. It would 
be rash to condemn novel kinds of economic arrangements because 
they pay little regard to the conditions necessary for the successful 
operation of past systems, which themselves had plenty of faults. 
All that I feel justified in concluding is this. One of the chief 
agents of economic progress during the last hundred and fifty 
years is likely to have little scoj)e for its activities in this country 
during the years ahead, and at present there is no clear indica¬ 
tion of how an adequate substitute is to be provided. Since 
this country is as firmly convinced as ever of the desirability of 
material progress, and since that progress in my view will depend 
upon its success as a pioneer in producing and marketing new kinds 
of industrial products, there is serious cause for concern. 

Ajmrt from whether the government is competent in a tech¬ 
nical sense to exercise industrial initiative, there remains the 
(juestion whether the society whose resources it has taken upon 
itself to administer really wishes for innovation, not merely in the 
sense of being ju'epared to enjoy its fruits, but also in the sense 
of accepting the conditions for their harvesting. The question 
which Berkeley posed two centuries ago is highly relevant to 
government planning in a democratic society: “ Whether it be 
not the Opinion or Will of the People, exciting them to Industry, 
that truly enricheth a Nation ? ” ^ An investigation of the 
ultimate causes that produce great outbursts of energy (as distinct 
from the instruments which they use), and a discussion of the 
conditions which make those outbursts creative and not destruc¬ 
tive of the society in which they occur, would take us far beyond 
the subjects with which economists usually concern themselves. 
I shall content myself with a few reflections. Great industrial 
changes mean the disruption of older ways of life, and are not 
always compatible with social peace. As Knight says : “ The 
more vital problems are not problems of economy, but of main¬ 
taining social unity in the face of economic interests.” * Economic 
progress thus depends upon morale, which permits a reconciliation 
of innovation and social stability. As to .the forces that have 
driven men to the furious pursuit of material progress, they lie, 

1 Qeorge Berkeley, The Querist (Reprint of Economic Tracts, Johns Hopkins 
University), p. 12. 

* F. H. Knight, op. cit., p. xxx. 
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in the main, beyond the realm of cool, economic calculation, al¬ 
though calculation may be their tool. The investigators of 
American economic su])eriority, after listing the technical and 
administrative causes, find an unexplained residuum which they 
attribute to “ the American way of Life.’’ The Productivity 
Teams, for instance, make much of this in their reports. The 
inference that British industry is supi)Osed to draw from tliis 
exi)lanation is not ahvays clear; but that tlie American way of 
life ’’ supplies mucli of the driving force to tlie American economic 
machine cannot bo gainsaid. To go farther afield, soon after 1 
interested myself in the economic affairs of the Japanese, I noted 
Marshall's comment on their extraordinarily rapid economic 
development after centuries of stagnation : 

“ Their (piick rise to ])Ower suiij^orts the suggestion, 
made by the history of ]>ast times, tluit some touch of 
idealism, religious, patriotic or artistic, (;an generally be 
detected at the root of any great outburst of practical energy.’'^ 

In our own earl ^ industrial dev^elopnumt, the relationshij) that 
existed between Nonconformity and the rise of capitalist industr}^ 
was once a commonjfiace of hist^>rical writ ing. In tliat connection, 
since I am s])eaking in Birmingham, may I be allowed to quote a 
[)assage whi(?h many 5 'ears ago T gleaned from the records of one 
of the ( ity's own great innovators, the firm of Boulton and Watt ? 
This quotation is from a letter written in 1795 by an “ adven¬ 
turer ” in the Cornish mines, Richard Mitchell by name. 

1 will venture to assei*t that, of all men for the last live 
hundred years, no two men have been of so much use ... to 
the county as the Reverend J. Wesley witli respect to Re¬ 
ligion, and Mr. dames Watt wdth his automatical machineries. 
Mr. Wesley . . . taught the vulgar to be sober, honest and 
industrious. . . . He not only taught them to live well, but to 
do w^ell; therefore, he has now his reward in Heaven. Mr. 
Watt, after Mr. Wesley had taught them to be industrious, 
wdthin the last twenty years has tauglit and helped them to 
get at the vast treasures, which Providence till then had 
hidden in the bowels of their county, bj^ his fire engines for 
working deep mines, without w'hich tliousands on thousands 
of pounds of tin and copper must have remained there 
forever.’* ® 

The diversity of inspiration is striking: the American way of 
life, Emperor-Worship, John Wesley, h^ortunatcly, an economist 
' Industry and Tradv, p. 101. 

* Boulton and Watt Correspondence (Binning^iam Reference Library), 
Cornish LeUers, 

No. 239.—^voii. LX. 
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is not required to probe into these mysteries. He notes their 
existence, and for the rest he must content himself with expressing 
in his own jargon the substance of the familiar (and it is to be 
hoped) complimentary lines: 

Time and the ocoan and Bome fostering star 
In high cabal have made us what we are. 

G. C. Allen 


University GoUege, 
London. 



THE STRUCTURE OF THE WESTERN GERMAN 
MONETARY SYSTEM 

I 

SmcE June 20,1948, when the currency reform was carried out, 
the “ Deutsche Mark ” has been valid in the three Western Occu¬ 
pation Zones—the territory of the present Federal Republic of 
Germany. Currency reform had become necessary as, owing to the 
inflationary expansion of the volume of currency in war-time, a 
tremendous “ over-balance ” of legally unusable currency had 
gi-adually developed, jmces and wages having been fixed byGovern- 
mcnt at the 1936 level. This over-balance threatened gradually 
to burst the whole structure of prices and wages and to transform 
the “ suppressed ” inflation into an “ oi)en ” one. Currency reform, 
though, was based on the policy that the interrelations of prices 
and wages established during the Reichsmark-period should 
substantially be retained. It therefore abohshed the disturbing 
“ over-balance ” of money. 

This was executed in such a manner that cash money was 
totally called up to bo deposited with the banks. The balances 
thus established, togetlier with the already existing banking and 
savings accounts, were converted in Deutsche Marks at the rate 
originally of 10%, later 6-5%. All the other money claims, 
including securities, were devalued at a rate of 10 ; 1. 

From May 1, 1948, the Reichsmark rate of exchange for 
foreign-trade jmrposes had been fixed provisionally at 1 RM. -- 
$0-30 ($1 = 3’33 RM.). This rate, however, was in the be¬ 
ginning not introduced uniformly for all import and export 
transactions, but was applied to the entire foreign trade step by 
step only. The reason was that the internal price level was 
practically frozen for years by a price-stop, except for important 
armament goods, the prices of which had undergone certain 
alterations, whereas foreign prices had continued to develop 
freely. Above all, the official food prices in force for the rations 
of the population had remained at a much lower level than abroad, 
whilst German prices of some industrial products were compara¬ 
tively excessive. If, therefore, the relations between home and 
foreign prio^es had been restored all at once serious disturbances to 
the German home price structure would have occurred, causing 
social tension. From May 1, 1948, however, the afore-mentioned 
rate of exchange in force for all imports uniformly, whereas 
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certain old export contracts were granted exceptions up to 
November 30, 1949. 

On September 29, 1949, Western Germanfollowed the inter- 
national devaluation shift and reduced its rate of exchange from 
DM. 3*33 to DM. 4-2 for 1 U.S. dollar. The devaluation of the 
Deutsche Mark amounts to 20*6%. It remains substantially 
behind the most important cun*encics, particularly that of the 
sterling area, which was 30*6%. This means that the Deutsche 
Mark in fact was revalorised not inconsiderably vis-a-vis most of 
the other devaluation countries. I'ho result on the one hand was 
the perceptible worsening of the German export trade, which 
had to put up with smaller proceeds; on the other hand, imports 
from countries with currencies devalued in excess of the German 
rate became considerably cheai)er. 

Foreign-exchange control after surrender remained in force 
without important alterations in its rigid regulations. All pro¬ 
ceeds of foreign exchange had to be surrendered. Indeed, the 
Germans were and still are not allowed to keep foreign money 
or foreign accounts. Gradually, however, certain easements of 
exchange control wore introduced in foreign-trade business. For 
instance, owing to liberalisation of trade with E.R.P. countries 
the allocation controls of foreign exchange were transformed into 
a mere supervision of payments, at least with respect to the 
articles belonging to the free lists : non-trade ^*apital) transactions 
with foreign countries, however, are still subject to rigid regu¬ 
lations establishing practically a t otal prohibition of payments. 

11 

After the abolition of the former Reichsmark currency the 
German economy was sui)plic(l with new money mainly from 
three sources : the so-called “ Erstausstattung ” (first outfit with 
new money), the afore-mentioned ])artial conversion of old 
Reichsmark bank balances into Deutsche Mark accounts and 
finally the creation of credit by the banking institutions. The 
two former measures are known as ‘‘ legal money creation,” since 
the extent and in oflFect the pace of their introduction had been 
stipulated from the very first by ordinances concerning the new 
formation of the monetary system. The counterparts of this 
money volume created by law are the so-called “ Ausgleichs- 
forderungen gegen die 5ffentliche Hand ” (equalisation claims 
against the State) which are shown in the bank balances, 60% of 
them resting with the balance of the Central Bank System, 40% 
of them with the balances of the business banks. 
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Ifi detail, all physical and legal entities, including the public 
offices and the Military (Jovernnients, received a first outfit of 
new money pursuant to the legal regulations amounting in total 
to 6-7 billion DM. Moreover, the banking institutions were 
granted a first allocation totalling 0-0 billion DM. in order to meet 
with their cash requirements. As concerns the conversion of the 
bank deposits, this was on the whole a relatively lengthy process, 
since the German Financial Authorities (Fiiianzamter) had first 
to examine w hether tax Avas paid on such accounts and, if so, give 
the approval for their release; in the main the conversion Avas 
not accomplished before the second half of 19t9. Bank accounts 
of the public offices, of the Military GoA^ernments and of the 
banking institutions were not conA'ciled ; tliey wttc cancelled. 
On the wdiolo, new" bank depcisits of about G-G billion DM. were 
created by conversion. 

As mentioned before, the creation of “ legal money ” was 
su])plcmented by a further main source of money : the short¬ 
term credit of the banks. Originally this source Avas only of small 
importance vis-d-vis ihe ‘‘ legal money,’’ but since about the middle 
of 1049 it is practi(*ally the only source out of w^hich new^ money 
can come forth in Western Germany. The short-term credits of 
business banks (excluding the credits given by one bank to 
anotlier) have since curren(*y reform u]) to the end of March 1950 
attained a total amount of 11 billion DM. 

The total money volume Avithin tlie Western (German monetary 
area amounted in consequence at the end of March 1950 to about 
24 billion DM,, of which vsum 13 billions, i.c., 54%, deri\"ed from 
the afore-mentioned legal money sources, Avhereas 11 billion DM., 
i.e., 46%, originated from bank credits. In accordance with the 
requirements of the payments market the circulation of ready 
money amounted to nearly 8 billion DM. : the remaining 16 billion 
remained as deposits with the banks. Among these deposits, saAungs 
are beginning to play an increasing part : by end of March 1950 
they totalled about 3*5 billion DM., nearly 1 billion DM. of wffiich 
haAing been newly formed by net surplus balances since June 1949. 

Ill 

The influence exerted by the Central Bank System on the 
credit policies of the banks, and accordingly the control of the total 
money volume, followed the legal lines established for the discount 
policy, the policy of minimum reserves, the open-market policy 
and the powder to issue regulations for general credit policy. 



484 


THE ECONOMIC JOUKNAL 


[sept. 


In fact, the Central Bank System is also entitled to credit selec¬ 
tion and credit restriction. The latter possibility, however, is 
limited by a rule, pursuant to which the solvency and liquidity of 
the credit institutions have to be taken care of by the Landeszen- 
tralbanken (Lander Central Banks). Under the present cir¬ 
cumstances the discount and minimum reserve policy are the 
main practical measures for the control of the credit volume, 
whilst purchase and sale of securities on the open market has 
hitherto hardly developed owing to the lack of a sufficiently broad 
market. All the discount changes of the Central Bank System 
usually have effect down to the interest rates charged the last 
credit recipient; for the credit conditions of the business banks 
are based on the discount rale of the Central Bank System, 
although the interest rates fixed and approved by the Banking 
Supervisory Boards are maximum rales only, which in practice 
are often undercut in consequence of competition. The discount 
])()licy of the Central Bank SA’^stcm therefore has a relatively 
effective influence on tlie credit demand and on the accumulation 
of bank deposits, so far as tliey resi)ond to the height of interest 
rates at all. The determination of minimum reserves of the 
banking institutions which have to he placed with the Lander 
Cfentral Banks is also meant to have effect on the supply of credit. 
For this reason the law jwovides that the Ouitral Bank System 
may alter the minimum reserves of the business banks within 
certain limitations. These limits lie between 8% and 20% in the 
case of reserves held against sight deposits, and between 4% and 
10% in the case of those held against time and savings deposits. 
According to a decision of the Council of the Central Banks in 
force since September 1, 1949, the minimum reserve rates are now 
fixed at 10% of sight deposits held at banking centres, at 8% of 
sight deposits held at non-banking centres, and at 4% of time 
and savings deposits wliercver held. By varying the reserve 
ratios required the Central Bank System can expand as well as 
reduce the re-financing requirements of the business banks. 
Owing to this legal authority its influence on the general credit 
policy is reinforced considerably, since the tendency of the private 
banks towards credit granting is closely dei)endent on the status 
of their own liquid assets. 

At present nearly all business banks are indebted in a relatively 
high degree to the Lander Central Banks. On April 30, 1950, the 
indebtedness amounted to about 3-7 billion DM. against barely 
1 billion DM. of reserve accounts in favour of the baling institu¬ 
tions. On the basis of the April average the monthly surplus 
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reserve totalled barely 100 million DM., which were concentrated 
mainly with a few Banks which were operating largely with public 
funds. The high indebtedness of the Business Banks to the 
Central Bank System derived particularly from the constant 
increase of the cash money circulation and, on the other hand, 
from the surplus of payments with the Bank Deutscher Lander 
hitherto currently accumulated owing to the passivity of the 
Western German foreign trade. On account of this heavy 
indebtedness, the possibilities of influencing the credit policy of the 
Business Banks are particularly great at the present period. 

The scope of operations of the Bank Deutscher Lander and the 
Lander Central Banks is strictly defined by law. The Central 
Banks are entitled to carry out credit transactions only with 
banking institutions and public administration offices, whereas 
they can take over deposits from anybody. Credits in favour of 
banks are being granted by purchase of bills of exchange and 
cheques, also by loans against the deposit as pledge, of bills of 
exchange, of treasury-bills, fixed-interest securities or equalisation 
claims (viz., above). Only in the case when the maintenance of 
the solvency of a bank is at stake may the Lander Central Banks 
also purchase equalisation claims. Bills of exchange may bo 
purchased or taken on as i>ledgo only when they become due 
within three months from the date of purchase or pledging, and 
when three debtors known as solvent have signed the bill or the 
third signature is replaced by adequate securities. The German 
Lander may obtain from their competent Lander Central Banks 
only such cash credits as are required for bridging a temporary 
cash deficit. These credits should not amount to more than a fifth 
of the deposits of the Lander Central Banks. Furthermore, the 
Lander Central Banks may grant the Lander and the Federal 
Republic credits by purchasing treasury-bills, but the Boards of 
Directors of the Lander Central Banks are entitled to fix ceiling 
amounts for their stock of such bills. All credits which the Lander 
Central Banks are empowered to extend according to the above- 
mentioned rules are legally fit for re-financing with the Bank 
Deutscher Lander, except the cash credits. 

The Bank Deutscher Lander, on its part, when granting credits 
to the Federal Republic, is restricted in the same rigid way as the 
Lander Central Banks are in their credit operations with the 
Lander. Advances, short-term credits and treasury-bills of the 
Bund which the Bank Deutscher Lander has taken over on its own 
account, or for which it has extended a discount commitment, shall 
not surpass the amount of 1*5 billion DM. (including previous 
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advances in favour of the former administration of tlio Combined 
Economic Area). The Bank Deutscher Lander can, in addition, 
purchase and sell debentures on the open market, whilst the Lander 
Central Banks are entitled to carry out open-market transactions 
with other fixed-interest securities also, and may have them re¬ 
financed by the Bank Deutscher Lander in case of need. 

Of course, the Lander Central Banks as well as the Bank 
Deutscher Lander may purchase and sell foreign exchange, gold, 
silver and platinum, except where legal provisions do not permit 
such transactions. 

The nature of the legal definition of the active operations of the 
Central Bank System is of great importance for the stability of the 
currency-value. The Central Bank System, on the one hand, is not 
allowed to chose other than short-term credits for a great j)art of 
its investments, and it must gra7it these credits mainly via banks. 
This insures that losses do not arise and that the volume of money 
can, in case of need, be reduced quickly and effectively at any time. 
On the other hand, the Central Bank Sj-stem is not limited to 
short-term re-financing operations, but is empowered to invest at 
longer terms in securities, provided that tliey are marketable and 
have already passed through the market. Accordinglj^ the 
C/cntral Banking System is in a ])osition to exercise influence on the 
situation of the money market and, in that way, also to influence 
borrowing directly. In consequence, tlirough the range of opera¬ 
tions provided by law in favour of the Central Banking System, the 
organisation is enabled to ])rotect the value of the currency in the 
same way as if special regulations as to the security of bank-notes 
were in existence. 


TV 

As regards the present situation which the Central Bank 
System has to face, Bank Deutscher Lander states the following 
opinion in its Report for 1948 and 1949 to be issued shortly : 

‘‘ The situation the bank liad to meet with at the end of 
the business year 1949 was clearly characterized by two facts 
which stand in a certain contrast with one another and which 
do not ease the execution of an adequate credit policy : 
on the one hand a restrained development of the internal 
economy or, in any case, an economy not making sufficient 
use of the productive reserves and, oii the other hand, a 
strained position of the J)alance of payments. The situation 
of the internal economy no doubt requires a credit policy on 
as liberal a scale as possible, although the opportunities of the 
bank of issue for influencing the general trend of business 
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should, if they are not supported an appropriate general 
economic policy, not be over-estimated. But tlie improvement 
of ])roduction and employment by means of credit policies 
cannot be unconditional, as the eciuilibrium of the balance 
of payments should in no way be endangered by internal 
economic measures, since viability, i.o,, the restoration of 
the external balance of payments, is as unconditional a 
liability of all ERP countries as the most far-reaching 
utilization of their productive reserves.” 

When the Bank, impressed bj^ the groving uncmplojmient 
figures, promised to give adequate financial helj) in favour of the 
Federal Government’s Employment Programme of early 1050, it 
was well aware of those opposing potentialities. The Bank could 
base its policy on an improvement of ]>roductive conditions in 
Western Germany as against the preceding year. Therefore a 
well-calculated dosing of credit expansion was justified without 
endaiigcring the stability of the internal price level. Decisive for 
this policy is, above all, the notable increase of the su])ply capacity, 
now that most of the bottlenecks in production have been 
effectively overcome, the fact that agricailture expanded strongly 
oAving to the record harvest in 1940, and, along Avith the afore¬ 
mentioned dcv^elopmcnt of banking liquidity in the second half 
of B)49, the credit capacity of the banks has become dependent 
on the Central Bank System in a v.ay that removes all danger of 
an uncontrolled super-expansion. On the contrary, Avithout a 
stronger j)articipation of Central Bank credits, there would haA-e 
been danger of too much restriction on the side of the credit 
operations of the banks—although with the extensive releases of 
E.R.P. Counterpart Funds, AA'hich began in December, one of the 
‘‘ credit freezing ” factors had been abolished. In addition, the 
Central Bank System has—in full agreement with the Federal 
Government—^giA’^en its financial assistance the character of pre¬ 
financing credits to be refunded by long-term resources which are 
expected to come in within reasonable time. After a certain 
period, therefore. Central Bank System aatII be able to reduce the 
expansion of the volume of money set forth by this means, in case 
it appears to be necessary for the sake of the monetary situation. 

In these circumstances the policy of the Bank seems to be fully 
consistent with the requirements of foreign trade, demanding first 
and foremost an increase in exports. In fact, since the beginning 
of 1950 t he Western German balance of payments in relation to 
the O.E.E.C. countries has shown aspects of improvement 
mainly because of the gradual extension of liberalisation in other 
countries—as also for certain automatic reasons. As soon as dis- 
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criminations against Western Germany come to an end, the 
Federal Republic should be able to market at any rate as many 
goods and services in Europe as it will purchase from European 
countries. Even in this case, however, the problem of the dollar 
gap will still remain existent. In order to reduce this gap in spite 
of the high tariff barriers of the customer nations, certain special 
measures have already been introduced. The afore-mentioned 
improvement of the intra-European trade should contribute to 
the decrease of the dollar-deficit, as it will enable some shifts of 
purchases away from the dollar area to Europe, as well as a better 
international co-ordination and thereby an increase of rational¬ 
isation. The Bank therefore strongly welcomes the plan for a 
European Payments Union. It hopes that the scope of the Union 
will become as extensive as possible. The greater its range the 
more will it be able to expand the boundaries of internal economic 
development and the outlook of all countries. 

Nevertheless, stress must repeatedly be laid upon the fact that 
the especially burdensome problem of re-installing the unem¬ 
ployed which Western Germany has to cope with cannot be solved 
quickly by means of credit-policy measures, owing in the first place 
to the balance of payments, as well as the internal economic 
difiiculties deriving from a short-term solution of that kind. The 
problem Ijdng before us is of structural character, originating from 
the tremendous shifts of people caused by the war, which, in a 
densely populated, import-dependent territory, such as Western 
Germany, can only be solved step by step, i.e., along with the 
achievement of the re-installation of the Federal Republic into a 
World Economy to an extent consistent with its needs and the 
desirable standard of living. 


H. J. Abs 



THE DISTRIBUTION OF EARNINGS AND OF 
INDIVIDUAL OUTPUT! 

I 

Thebe a 2 )pears to exist to-day a fairly widespread conviction 
that if each individual were i^aid what he is worth, the distribution 
of incomes in any community would look like the distribution of 
heights of adult males instead of resembling the size distribution, 
by numbers employed, of firms in industry. This view is based 
u 2 )on the contention that it is the unequal distribution of 2 )roperty 
which is the root cause of gross inequalities of income. While 
accepting the fact that the pro 2 )erty distribution is a most im¬ 
portant aggravating factor, this article will attemj)t to argue that 
the distribution of earned income alone is itself of much the same 
form as the distribution of total income, and an endeavour will 
be made to discover the reasons for this. The claim that the 
distribution of out 2 )ut of a homogeneous commodity among 
individual workers is likely to be similar to the distribution of 
earnings itself will bo subjected to statistical tests. 

It is considered that the examination of the distribution of 
earned income alone will avoid the difficulties Hint arc encountered 
when using distributions of total income deri\ed from taxation 
statistics. Ambiguity exists over the precise meaning of ‘‘ an 
income ” as assessed for taxation and also with regard to the total 
number of such incomes. To some extent such ];roblems can be 
shelved by fitting a Pareto distribution to tlie ui)])er tail of distri¬ 
butions of taxable income, but in no sense can such a distribution 
be said to “ explain ” the distribution found to exist. 

The assumption will be made throughout the discussion that 
the reader is familiar with the pro 2 )eriies of the ]irobability distri- 
bxition‘ known variously as the ‘‘normal distribution,” the 
“ Gaussian distribution ” or the “ normal curve of error,” 

^ I should like to take the opportunity of tlinnking tho iiK^mbors of the various 
bodies who took so inueh trouble in giving mo the information for wliich I asked 
and who have consented to the presentation of the data in this paper. 

I should also like to express ray debt to J. K. N. Stone, Ksq., Director 

of tjie Department of Applied Economics, University of Carubriiige, and to various 
members of the Faculty of Economics and Politics and of the Department of 
Applied Economics for their encouragement and help in preparing this paper; 
also to tho computing and secretarial staff of the Department of Aiipliod 
Economies for their assistance. 

Finally, 1 take full responsibility for the views expressed and for the errors 
perpetrated in this work. 
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If the distributions of earnings of workers in industry or of 
professional men, both in this country and in the United States, 
are examined, it is found that they can be reasonably api)roxi- 
mated by fitting a theoretical probability distribution, in which 
the logarithms of earnings conform to the normal curve of error. 
Such a distribution will be called in what follows a logarithmic 
normal log-normal ” for short) distribution. 

This fact can be confirmed by studying such earnings distribu¬ 
tions as exist, c.f/., those given in the results of the Wages and 
Warnings Enquiry of 1000, in S. Kuzuets’ and M. Friedman’s 
Income from Independent Professioml Practice and, in respect of 
British Dentists, in The Times^ of May 20, 1949. 

There must be some rational explanation of the fact that all 
these earnings’ distributions have such similar shapes. The 
reasons may be highly complex, and if so it is unlikely that they 
can be found but, on the other hand, there may be a relatively 
simple solution to the problem. Can such a simple hypothesis 
bo found ? 

Let it be assumed that woikers earnings are related to the out¬ 
put that they produce of a commodity. This is not as restrictive 
an assumption as it might first api)ear, for even when workeis 
arc paid day wages the rate of i)a}ment is related to the real 
out])ut that is ex])ected from workers of the particular class in 
question. If in the long run such expectations are falsified the 
wages will be revised appropriately. The assumption is, then, that 
all workers tend to be rewaided in direct proportion to the output 
that tliey produce or, in other words, that the ruling method of 
wage-payment is considered to be straight piece-work. 

Suppose now that out of the entire working population, a 
large sample of workers is selected and then trained and set to 
work producing the same homogeneous commodity. The product 
that they make is one that can be made by hand, and thus the 
time that any individual takes to produce one article depends 
solely on his own skill and training and is not affected by the 
running time of any machine. Let the group of work-people 
continue at this job for some length of time, such as a month or 
a year; at the end of the time period, how will the output of the 
commodity be distributed amongst the various operators ? 

Investigations have showl^that in nature many characteristics 
tend to be distributed approximately normally, and thus, perhaps, 
th(j distribution of outi)ut of human beings will have similar 
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properties. For after all the adult Iniiuan is himself a fairly 
standard product, whose attributes do not appear to be capable of 
very wide variation. Our heights arc normally distributed, and 
so, psycliologists tell us, arc our intelligence quotients. The latter 
claim should not be taken too seriously, since it is more informative 
about psychologists’ systems of measurement tlian about anything 
else. 

Weights and volumes, however, are not, in general, normally 
distributed, because as can be easily understood their distributions 
tend to the distributions of the product of three linear measure¬ 
ments which are each normally distributed. These distributions 
have in some measure the chai acteristic form which is, in econo¬ 
mics, as.sociated with income distribution. 

Tlie reason for the natural distribution of weights may well 
})rovide the key^ to the distribution of output. Suppose that the 
sample of w orkers has been selected at l andom, i.e., each w^oiker 
in the whole working i)opulation has an equal chance of being 
chosen. Assume further, that workers ditfer in si)eed of working, 
in accuracy and in the numbers of hours that they work. For 
each of these properties there exists a ])robability distribution 
which for t he sake of simplicity will be assumed to be a binomial 
on(i. Further, each disiribution w ill be deemed to be independent 
in the statistical sense of that wnrd, i.c., a high (or low') spewed for 
a w'orker is not, in general, associated with long (or short) hours 
of work or with meticulous accuracy (or the reverse). In other 
words, in the entire working population these three characteristics 
are uncorrelatod. 

On tliis foundation, consider the following numerical example : 


Table 1 

Distributions of Speed, Accuracy and Hours of Work 


Spc3od (.units 
produced por 
>iour). 

Accuracy 
(proportion of 
production 
approved). 

1 

Hours of work 
por day. 

Number of workers (per 
thousand all workers) to 
winch figures in columns 

1, 2 and 3 apply. 

{>) 

(-’) 

(3) 

(4) 

o 

0-50 

4 

2.50 

3 

0-75 

6 

500 

4 

100 

8 

250 




1,000 


At the end of a day the output of any worker will equal the 
product of his speed, accurac}" and hours of w ork, and w ill therefore 
be distributed as in Table II. 
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Table II 

Distribution of Effective Daily Output 


Daily output (unite). 

Number of workers 
in class per thousand 
all workers. 

0 and under 5 . 

15 

5 and under 10 . 

328 

10 and under 15 . 

313 

16 and under 20 . 

234 

20 and under 25 . 

04 

25 and over .... 

15 


1,000 


Note .—Column total doos not exdctjtj o(|nal lignro at foot of column owing to 
rounding. 

A cursoiy exetmination of Table I] shows that the distribution 
of output is skew (or asymmetrical), although the three distribu¬ 
tions of speed, accuracy and hours of work were all symmetrical. 
This phenomenon is a particular manifestion of a very general 
theorem in statistics known as the Central Limit Theorem.^ 
Broadly speaking, this theorem states that the distribution of the 
sum of variates, which them.selves have independent distributions 
of a very general kind, tends to normality as the number of such 
variates is increased. Applying this theorem to the logarithms 
of variates, it follows that the di.stribution of the product of inde¬ 
pendently distributed variates tends to log-normality as the 
number of such variates inci'easr'sj i>rovided that the logarithms 
of the variates have probability distributions which fulfil the 
not very restrictive conditions of the Central Limit Theorem. 

For simplicity we have considered the distribution of the 
product of only three variates, but the three factors considered 
may themselves bo derived from the multiplication of a large 
number of other basic variates. In other words, perhaps it is 
more realistic to consider the distributions of speed, accuracy 
and hours of work to be asymmetrical in the same direction as the 
distribution of output which Avas obtained from their multiplica¬ 
tion. For speed alone perhaps it is true that, although most 
peoido have a relatively low speed of working, yet there is a long 
upper tail to the distribution containing individuals capable of 
remarkably high speeds. If this is so, then the distribution of 
output would approximate far moie closely to the log-normal 
distribution than does the distribution obtained in the example 
given here. 

• Soe, for instance, H. Cramer’s Matlicmalkal Methods of SUUieiies pp. 213 
et seq. * 
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The proposition is, then, that the output of an individual 
depends on a gi*eat number of different factors which may con¬ 
veniently be considered to act together in a multiplicative rather 
than in an additive way. As far as simplicity is concerned there is 
no reason to i)laoe multiplication lower in the scale than addition. 
All this means is that any one factor, such as health, exercises its 
effect proportionately, and work-people with the same degree of 
ill health tend to have their output reduced in the same ratio 
rather than by the same absolute amount. Similarly, women’s 
output will tend to be a certain fraction of tlie output of men of 
similar skill, age, education and so on. 

So far it has been assumed that the various factors on which 
output depends are uncorrelated, e.gr., skill is not, in general, 
associated with age or with education. This is obviously a very 
unreal assumption which ought to be removed, but unfortunately 
this cannot be done in an entirely satisfactory way. Nevertheless, 
there do exist some indications of the effect of dispensing with the 
condition of independence. Professor Haldane has shown 
that distribution of the product of three correlated normally 
distributed variates does not differ markedly from the distribution 
when the variates are independent, provided that the ratios of 
the standard deviation to the mean (coefficients of variation) of 
each of the three variates are approximately ecpial.^ If, however, 
these ratios are unequal the existence of an association between 
the variates tends to exaggerate the asymmetry and the humped- 
ness of the distribution of their product. This would mean that 
more individuals would have very high outputs than would be 
indicated by a log-normal distribution. Examination of the 
distributions of the earnings of professional men show that this 
systematic departure from log-normality at the upper tail of the 
distribution does in fact exist. 

Putting on one side for the moment the question of testing 
statistically the hypothesis that output of any one commodity 
is distributed log-normally, let it be assumed that such is indeed 
the case. Then, before the theory so far outlined can be regarded 
as a satisfactory explanation of the distribution of earnings, the 
effect of introducing a large number of different goods into the 
economy must be considered. Any one member of the working 
population is potentially capable of producing some output 
(however small) of every commodity, but in fact he will produce 
only one. If all the working population were employed in one 

^ J. B. S. Haldane, “ Moments of the distribution of powers and products of 
normal variates,” Biormtrika (1942), 32 pp. 226 et aeq- 
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occupation, the distribution of output would bo log-normal. 
KSuppose there are two possible occupations and that demand 
conditions require a certain proportion of the labour force to be 
in each occupation. Then the })iece-rates in the two occupations 
must be varied until the chance of an individual obtaining higher 
earnings in one of the two occu])ations is equal to the pro¬ 
portion of the labour force required in that occupation, assuming 
that labour is perfectly mobile. Tlie shape of the distribution 
of earnings that results from this adjustment depends on two 
considerations, the pro 2 )ortions of the labour force required in 
each occupation and the association existing between any in- 
dividuahs performance in the two occupations.^ Provided that 
those people with high outputs in one occupation wwild, in 
general, have high outj)uts in the other, the distribution of earnings 
wdll approximate closely to log-normality. Even if the reverse 
held, the effect would be uniin])ortant if only a small proportion 
of the labour force were rc'quired in one of the occupations. In 
the extreme case where the best performers in one occupation 
were the worst in the other and where the labour force w^as 
oquall}^ divided betwTon both occupations, the distribution of 
earnings would tend to a log-normal distribution with the part 
containing the lower half of the total frequency removed. 

This argument can be reasonal)ly easily extended to the case 
where many occupations exist. Tn order that a log-normal 
distribution of output of any given commodity should give rise 
to a log-normal distribution of earnings for all occupations taken 
together, the assumption must bo made that a high degree of 
association exists between any individuars possible outputs in 
the major occupations of the economy. Major, in this context, 
meaning the employment of a substantia] proportion of the work- 
ing poinilation. 

Even if this as8uiiii)tion is valid, labour is not highly 
mobile in the short run, and consequently an additional factor is 
operating to distort the distribution of earnings away from log- 
normality. The theory, then, even if it is acceptable on other 
grounds, can only be regarded as describing the causes that make 
the distribution of earnings tend to log-normality in the long 
run. The existence of machines having fixed running times will 
only be a disturbing factor in the short period. 

' This statement and what foUows are only Htri(‘tly tru© if the number of 
persons, whose potential output is more tlian .r tiines tlio geometric mean output, 
is the same in both occupations for all values of jt. 
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III 

The next task must be an'endeavour to provide some statistical 
verification or disproof of the abstract argument which has been 
given at some length. This attempt gives rise to various difficul¬ 
ties of a statistical character. The requirement is to find a sample, 
preferably large, of workers engaged in producing exactly similar 
objects. Such a sample ought to be random, ix., each member 
of the working population should have an equal chance of being 
chosen. The work done must depend solely on the worker, and 
must not be limited by the time of operation of a machine or by 
an inadequate flow of materials. 

In modern industry very few people can be found who are 
doing exactly the same job. A larger number arc doing relatively 
similar tasks, but the assessment of their outputs on a comparable 
basis involves value judgments which would seriously affect the 
validity of any deductions that might be drawn. Tlic samj)les arc 
thus inevitably small. 

The workers engaged on a particular job have not an equal 
chance of being drawn from all strata of the working population. 
They are probably selected from a rather restricted field. If a 
certain minimum of intelligence, skill, etc., is required, workers 
below this standard will be rejected by the management at some 
stage, while the workers, whose capacity is not fully used in this 
activity, will either be promoted or will themselves undertake 
more suitable sorts of employment. On the whole, it may be 
expected that the inferior workers will be eliminated more 
thoroughly than the high-grade ones, since the interests of the 
management demand this. In so far as the employing company 
carries out careful and systematic personnel selection, so will the 
field from which the workers come be narrowed still further. 

It might so happen that a group of workers in industry, of 
which the variations in individual output are studied, had decided 
to do a fair ’’ day’s work for the management and no more. 
In this case, the distribution of daily output is likely to be con¬ 
centrated about their estimate of the work required, but it must 
be hoped that this state of affairs will be comparatively rare. 

Obviously, we are powerless to do anything about these 
possible difficulties. It must be assumed that the factors deter¬ 
mining any worker’s occupation are not associated in any marked 
degree with the size of his output in any period. If this assump¬ 
tion is not justified, the statistical tests used will be invalid. 

If fortune had provided large samples of workers doing the 

same thing, the testing process would be fairly simple. Two 
No. 239.— ^VOL. LX. K K 
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hypotheses could be set up; (i) that the sample had been drawn 
from a population of workers in which individual output was 
distributed normally; (ii) that the distribution of output in the 
population was log-normal. These two possible distributions 
could then be fitted to the sample data, and the probability of 
each hypothesis could be calculated. It might be found possible 
to reject one or other hypothesis, or simply to say that one appeared 
more probable than the other. 

Although the procedure ado])ted is roughly equivalent to that 
sketched out, the fact that the samples arc small means that the 
fitting of log-normal and normal distributions to the data would 
waste information owing to the necessity of grouping the observa¬ 
tions in classes. Instead, therefore, measures ^ of the asymmetry 
and humpodness* of the sample distributions of individual output 
and of the logarithms of output are calculated. Geary and 
Pearson have tabulated*^ the values of these measures wdiich will 
turn up by chance 1 in 20 and 1 in 100 times in samples drawn 
at random from normal populations for different sizes of samjde. 
The mean or expected values of the measures for different sample 
sizes are also known. Thus it may be possible to reject an hypo¬ 
thesis on some ground or to say that under the circumstances it 
is more probable than another. The metliod of procedure will 
be clarified by discussing particular applications. 


IV 

In this section, an account will be given of the samples obtained 
and of the deductions that can be drawn therefrom. Each sample 
is denoted by a letter of the alphabet. 

Samjple A, In a certain factory thirty-five girls were engaged 
in packing boxes with chocolates. This they did entirely by 
hand, but the supply of chocolates was delivered to them on a 
moving belt. The girls’ positions astride the belt were changed 
each day, since the end positions were thought to receive a 
restricted supply of chocolates. The extent of the control over 


^ If the sample consists of n values Xj,, . . . . the two following 
measures are calculated : 

moan deviation 1 « j I « i / fl » /I « \*'\ i/a 

o( ) «„ gj^andard deviation n 7 I ~ n | / [n \w ? ^7 / 


and ^ 


_ _ _1 


Er,’ ~ 3»5:r,“ 

1 1 

ixj -f.2| 
1 

(f") 

•) 

1 

} 

/... 1 
\n{n — . 



0 

|s/a 


• R. C. Geary and E. 0. Pearson, Tests of Normality, Biometrika Office, 1938 
(or Biometrika (1936)). 
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variatipns in output a-mong the girls exercised by the uniform 
speed of the belt is difficult to estimate. 

From information giving the total weekly output and hours 
worked in four successive weeks, the average hourly output over 
the whole period was calculated for each operator. The two 
measures described above relating to the asymmetry and humped- 
ness of the samjde distributions of output and of the logarithms of 
output were obtained. 


Table III 


V iiriatf'. 

IfumpcdnesH (iiu'aii 
do V lat ion /st an dard 
doviat ion). 

Asyunmoiry (skew¬ 
ness) . 

HourJy outf>ut .... 

0-858 

H 0-365 

Logarithm of hourly output 

0-853 

- 0 067 


Geary and Pearson’s tables disclose that a humpedness, in 
t his sense, of 0*878 or higher would occur by chance only 1 in 
100 times if the sample had been draw n at random from a normal 
population. A value of 0*859 or higher w^ould turn up 1 in 20 
times, and a value of 0*848 or higher would turn up 1 in 10 times. 
The expected value of the humpedness is 0*825. Similarly, a 
measure of asymmetry as high as i 0*921 would appear only 
once in a 100 times, and a value as high as 0*021 once in 20 
times; the expected value is zero. 

An hypothesis will be rejected only if the chance is less than 
1 in 20, and so w^e cannot in tins exam])le reject either hyj^othesis. 
On the c>tlier hand, the tw^o measures are nearer their expected 
values for the logarithms of hourly output, and consequently, the 
hypothesis that individual output is distributed log-normally is 
the more probable of the two. 

Sample B. In the same factory as for A sixty-six girls packed 
chocolates in a different way which was easier than the method 
used in A. The data was supplied for the same period, and w^as 
treated in the same manner. 

Table IV 


Variate. 

Humpedness (mean 
deviation/standard 

Asymmetry (skew^ 
ness). 


deviation). 

Hourly output .... 

0-796 

+0-027 

Logarithm of hourly output 

0-793 

-0-029 
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Table V 

(Sample size = 66). 


Value of humpedness 

Value of asymmetry 
(expected value zero). 

Chances of such values occur- 

(expected value = 
0-801). 

ring in sample drawn at random 
from a normal population. 

0-737 or less 

r -f 0-692 or more ^ 
\ -0-692 or less / 

1 in 100 

0-757 or less 

f -f 0-470 or more 

1 -0-470 or less i 

1 in 20 

0-767 or less 

— 

1 in 10 


Neither hypothesis can be rejected, but the normal distribution 
is more probable than the log-normal one. 

Sample. C. In a tobacco factory, eleven girls packed round 
tins with fifty cigarettes in each tin. Their average output per 
hour was calculated and the customary measures obtained. 


Table VI 


Variate. 

Humpedness (mean 
deviation/standard 

Asymmetry (skew¬ 
ness) . 


deviation). 

Hourly output . . . . * 

0-822 . 

-F 0*229 

Logarithm of hourly output 

0-844 

-0-043 


Table VII 

(Sample Size =11). 


Value of humpedness 
(expected value = 
0-818). 

Value of asyrmm'try 
(expected value zero). 

Chance of such values occur¬ 
ring in a sample drawn at ran¬ 
dom from a normal population. 

0-936 or more 

1 f 

1 in 100 

0-907 or more 

> Not tabulated < 

1 in 20 

0-890 or more 

J 1 

1 in 10 


The above table and extrapolation by eye for asymmetry do 
not enable either hypothesis to be discarded. From the point of 
view of humpedness the normal distribution is more likely, but 
asymmetry favours the log-normal distribution. The test is 
thus inconclusive. 

Sample D, In the same works as C, twenty girls packed 
cigarettes by hand into flat tins holding twenty-five cigarettes. 

Table IX 


Variate. 

Humpedness (mean 
deviation/standard 

Asymmetry (skew- 


deviation). 

ness). 

Hourly output .... 

0-768 

-0-304 

Logarithm of hourly output . . j 

0-749 

-0*847 
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The average number of cigarettes packed per hour by each operator 
was computed and the results treated in the usual way. 


Table X 


Value of humpedneas 
(expected value = 
0-809). 

Value of asymmetry 
(expected value zero). 

Chance of such values occur¬ 
ring in a sample drawn at ran¬ 
dom from a normal population. 

0-698 or less 

1 r 

1 in 100 

0-729 or less 

> Not tabulated < 

1 in 20 

0-749 or less 

/ \ 

1 in 10 


On the grounds of excessive asymmetry, which can be detected 
by extrapolation by eye, the hypothesis of a log-normal distri¬ 
bution can be rejected, and thus the test decides in favour of a 
normal distribution. 

Sample E, Twenty-one men and twenty-four women were 
employed in making springs in a company manufacturing electrical 
equipment. The exclusively male and female groups were first 

Table XI 


Variate. 


Group. 


Humpednoss (mean 
deviation /standard 
deviation). 


Asymmetry (skew¬ 
ness) . 


Hourly output 

Logarithm of hourly 
output 


f Male 
^ Female 
t Whole 
I Male 
< Female 
[ Whole 


0-859 

0-780 

0-789 

0-850 

0-792 

0-807 


-f 0-136 
4-0-547 
4-0-214 
-0-482 
-0-014 
-0-371 


Table XII 


Value of humpednoss. 

Value of asymmetry. 

Chance of such 
values occurring 
in a sample 
drawn at random 
from a normal 
population. 



1 

8ampl 

1 

0 

size. 




21 

24 

45 1 

1 

21 

24 

46 




Expected 

value. 




0-808 

0-807 

0-802 


0 

0 

0 


0-906 

0-701 

0-724 



r 4-1-075 

4-0-825 

1 in 100 

or more 

or less 

or loss 



or more 

or more 






'2 

-1-076 

-0-816 






cS 

or less 

or less 


0-877 

0-733 

0-749 


. 1 . 

4>0-720 

+ 0-560 

lin20 

or more 

or loss 

or less 


s 

or more 

or more 







-0-720 

-0-660 







or less 

or less 


0-863 

0-762 

0-762 


A 

— 

— 

1 in 10 

or more 

or less 

or less 



. 
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treated separately, and then, since the average output per hour 
in the week concerned was found to be significantly different for 
men and women, the sample was taken as a whole, with the differ¬ 
ences in output due to sex eliminated. In other words, the 
distribution of variations of output about the appropriate sex 
mean was examined. 

In the purely male group humiiedness favours a log-normal 
distribution and asymmetry a normal one. In the female group 
both measures favour the hypothesis of selection from a log¬ 
normal distribution. Taking tlie whole sample together, the test 
is inconclusive in the same way as for the male part alone. 

Saw^ple F, In the same firm as that for E, seventy-three 
operators were engaged on bank wiring. Seventy-two of the 
workers were wdrnen, and one was a man. Probably the man 
should have been excluded from consideration in order to achieve 
homogeneity, but in the event he was not. The information 
obtained related to a single week, and the average hourly output 
of each operator was calculated. The customary analysis yielded 
the following results : 


Table XIIT 


Variiitc^. 

num]) 0 (lni*HH (mean 
(Ifjvialioj 1 /standard 

.Asymmetry (skew¬ 
ness) . 


deviation). 

Hourly output .... 

' 0 828 

1 -f 0-480 

Logarithm of lioiu*ly output 

0-818 

1 -0-471 

1 


Table XIV 

(Samj)le sizo 7.3.) 


Value of huinpediioss 

Value of aHMninetry 
(expected valuta -zero). 

Clianeo of sueh values occur- 

(expected value = 
0-800). 

ring in a sample drawn at ran¬ 
dom from a normal population. 

0*854 or more 

f or more -\ 

C - 0 050 or less J 

1 in 100 

0-840 or more 

/ -f 0-448 or more \ 
\ __ 0-448 or leas / 

1 in 20 

0*832 or more 


1 in 10 


Both hypotheses can be rejected on grounds of excessive asym- 
metry, but that of a log-normal distribution is more probable than 
the other. 

Sample. O. In the closing room of a sho^ factory, the output 
of twelve female top-stitcherg was recorded over a period of six 
weeks. In this instance the ages of the operators were also 
known, and, to prevent the age distribution of the workers in the 
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sampler producing a peculiar result, that part of the variation in 
output due to age differences was eliminated. Although in this 
particular sami)le the association between age and output would 
not on its own be adjudged significant, other evidence suggests 
that in the working population as a whole such an association 
exists. 

Output per hour was not measured directly, but as average 
piece-rate earnings in pence i)er hour. With an operator of 
twenty years of age earning on the average 2s. 4d. per hour, the 
elapse of each year would be expected to reduce her earnings by 
0-023(i. per hour. An independent calculation using the logarithms 
of output sliows that each year the average operator’s output per 
hour may be expected to fall by less than *iV%• 

Having disposed of age differences, the measures calculated 
were:— 


Table XV 


Voriato. 

j Humpednese {moan j 
i (!f\iatioii/staTidunl | 

Asymmedry (skeW' 


1 doviatioii). j 

n»"*ss). 

Hourly output 

. 1 (»-766 i 

-10(>S 

Logarjtlim of hourly output 

■1 0 758 

-1 71)1 


Table XVT 



(SRm]>le Bj/.o -- 12.) 



Valuo of hiiinpodneas 
(exported valuo = 

0 816). 

! Value of asyiTiinolry 

1 (expected value zero). 

(’hunco ot such values occur¬ 
ring in a sample drawn at ran¬ 
dom from a normal pojiulation. 

0 t)71 or loss 

1 r 

1 in 100 

0-717 or lo.ss 

> No( tabiilufed •< 

1 in 20 

0-742 or less 

i 

1 in 10 


Extrapolation by eye suggests that both hypotheses can be 
discarded owing to the extent of the asymmetry, but of the two 
distributions the normal one is the more probable. 

Sample H. Nine women operators were employed winding 
armatures of identical pattern. Their average hourly output 
over a four-week period was obtained and their ages were known. 
Despite the very small size of the sample, there was an almost signi¬ 
ficant association between age and hourly output. From the 
age of twenty the average hourly output of about 9*5 armatures 
would be reduced on the average by 0*037 of an armature every 
year. Or, looking at the matter proportionately, hourly output 
would fall each year by about f % on the average. 
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After the effects of differing ages had'been eliminated, the 
results were as follows : 


Table XVII 


Variate. 

Humpedness (mean, 
dev j ation/standard 

Asymmetry (skew¬ 
ness) . 

. 

deviation). 

Hourly output 


+0-513 

Logarithm of hourly output 

1 


+0-606 


In Geary’s and Pearson’s tables no values are given for this 
size of sample, but extrapolation by eye shows that neither 
hypothesis can be rejected. The log-normal distribution is the 
more likely one.. 

Sample /. In a gramophone-record factory twenty-four men 
were operating record presses. This sample docs not fulfil the 
requirements laid down, since each record must remain in the 
press for a fixed curing time, and the speed of work is thus not 
wholly under the operator’s control. 

Average outputs per hour ov^er a period of four weeks were 
calculated and treated in the usual way. 


Table XVIII 


Variate. 

Humpedness (mean 
deviation /standard 
deviation). 

Asymmetry (skew¬ 
ness) . 

Hourly output .... 

Logarithm of hourly output 

0-869 

0 878 

+0-369 

+0-240 


Table XIX 

(Sample size — 24.) 


Value of humpedness 
(expected value = 
0-807). 

Value of asymmetry 
(expected value zero). 

Chance of such values occur¬ 
ring in a sample drawn at ran¬ 
dom from a normal population. 

0-894 or more 

1 f 

1 in 100 

0-871 or more 

> Not tabulated ■< 

1 in 20 

0-869 or more 

‘ 1 

1 in 10 


Extrapolation by eye must again be used and the test is incon¬ 
clusive, humpedness favours a normal distribution, but asym¬ 
metry a log-normal distribution. 

Sample J. Twenty-five male packers were engaged in packing 
toilet requisites, photographic goods, stationery, surgical dressings, 
etc., into cartons and cases. The cases were collected from a 
central point in the department and then filled with goods and 
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packing straw. They were fastened and labelled ready for trans¬ 
port outward. 

This sample does not satisfy the requirement of homogeneity 
of output, but a system of points was used based on an estimate 
of the average time for each kind of job. Output in points was 
calculated for each operator for a standard 8 J-hour day based 
on information collected over a four-week period. The sample 
differs from the previous ones in that the men were paid time- 
and not piece-rates. 

The age of each operator was known, and the effects of differ¬ 
ing ages were removed. With the average output per standard 
day of about 148 points for a worker of twenty, the average fell 
by 0*55 of a point per day for each additional year of age. Using 
proportions instead of absolute changes, average output per 
standard day fell by f % a year. 


Table XX 


Variate. 

1 

HumpednesR (mean 
dev iation /sta iidard 

Asymmetry (skew¬ 
ness) . 


deviation). 

Daily output .... 

0-787 

i 4 0-619 

Logarithm of daily output 

0-803 

4 0-235 


Table XXI 


Value of humpednoss 
(expected value = 
0-806). 

Value of asymmetry 
(expected value zero). 

.. 1 

Chance of such values occur¬ 
ring in a sample drawn at ran¬ 
dom from a normal population. 

0-704 or less 

( 1-061 or more \ 

\ --1-061 or less / 

1 in 100 

0-736 or less 

r -fO-711 or more \ 
X —0-711 or less J 

1 in 20 

0-762 or less 

— 

1 in 10 


Neither hypothesis can be discarded, but a log-normal distribu¬ 
tion is the more likely one. 

Sample K, The details concerning this sample were kindly 
supplied by Professor Sir F. C. Bartlett, C.B.E., F.R.S., Director 
of the Psychological Laboratory, University of Cambridge.^ 
A test was devised in which a person had to repeat a cycle of 
operations similar to those performed by workers in light industry. 
Each person who underwent the test had no practice, and did not 
know that it was to last 30 minutes. The number of operations 
completed in this time by the hundred and seven airmen, sailors, 

^ The data were collected experimentally by Miss Ruth Brown for purposes 
which were not concerned with the particular aims of my investigation. 
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undergraduates, B.O.A.C. employees, etc., who did the test varied 
from 28 to 342. 

The age-distribution of the sample was peculiar, and it was 
therefore essential that variations due to this should be removed. 
There was a significant association in the sample between age 
and the number of operations completed. With the average 
number of operations for a man of twenty approximately equal 
to 142, each year of age above this reduced the average by 0-62 
of an operation. Alternatively, the passage of one year reduced 
the average number of operations completed by f %. 


Table XXJI 


Variftte. 

1 j 

j Humpoflnoss (mean 

1 iloviat ion /btandard 

Asymmetry (skew¬ 
ness) . 


j fleviation). 

Output in 30 minnte^fi 

i 0 740 

4-0003 

Logaritlim of output in 30 minutes . 

1 0 781 

i -0-537 

1 


Table XXITI 

(Sample size — 107,) 


Value of liumpodnesa 
(expected value -- 
0-800). 

Value of asymmetry 
{^expc'cted \"alue zero). 

Chance of such values occur¬ 
ring in a sample drawn at ran¬ 
dom from a normal population. 

0-749 or less 

c -j- 0-550 or more 

1 —0*550 <ir less j 

1 in 100 

0-765 or less 

/ -f 0*377 or more \ 
\ —0 377 or less / 

1 in 20 

0-773 or less 

i 

—- 

I in 10 


Here there are very strong grounds for rejecting the hypothesis 
of a normal distribution, since the A^alucs of both measures could 
occur by chance less than once in a hundred times. The hypo¬ 
thesis of a log-normal distribution could also be rejected, although 
less emphatically, because of excessive asymmetry. 


V 

The evidence is certainly confusing, with varying results 
being given by the analysis of the different samples. It should, 
however, be emphasised that the sample K differs in important 
respects from all the others. No selection, such as is probably 
at work in industry, operated in the laboratory test. There is 
no reason to believe that there was any systematic restriction of 
output. In the samples drawn from industry the selective pro¬ 
cess is likely to exaggerate asymmetry, whereas the motivation 
towards the production of a given output by all workers will 
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diminiijh it. It seems reasonable tliat the evidence of sample ii 
should be treated with more respect than that of the other samples. 

Theoretically it is possible to combine all the sam])les so that 
the two hypotheses can be tested on all the eviden(‘e at once, but 
in practice such an attempt would entail an enormous burden of 
computation. We must rest' content with less sophisticated 
methods of analysis. 

Out of the twelve different samples (counting E as two) in 
three cases the hypothesis (jf a normal distribution can be rejected, 
while that of a log-normal distribution could be discarded in four 
instances. Judging by the criterion of humpedness alone, the 
normal hypothesis is more probable on five occasions and the log¬ 
normal hypothesis on seven. Using asymmetry alone as the 
test, the normal liypothesis is more likely in four cases, and the 
log-normal hypothesis in eight. Possibly this suggests that the 
evidence is slightly more in favour of the log-normal distribution. 

Considering the dis< ribution of hourly output (or its equivalent), 
in ten cases out of twelv e the asymmetry is in tlie same direction, 
i.c., the longer tail is at the upper end of the distribution. With 
the logarithms of hourly output, the asymmetry is in the same 
direction in nine instances but the longer tail is the lower one. 
This would seem to suggest tliat tlie speed of output is distributed 
asymmetrically, but not to the extent that ap])lie8 to a log-normal 
distribution. 

Befoi’e, however, outfiut per hour can be related to earnings 
in a more lengthy period, the distribution of such things as hours 
worked, different variations in speeds over time for different 
workers, the incidence of ill health and of many other factors 
must be brought into the picture. Even if output per hour does 
not ajiproximate very closely to the distribution of yearly earnings 
the distribution of output per year may well do so. 

Undoubtedly few ])ositive deductions can be made as a result 
of this investigation, but it is clear that empirical evidence of the 
tendency for linear measurements in nature and Intelligence 
Quotients to be distributed normally forms an inadequate 
platform from which to attack the jiresent (or the past) inequality 
of incomes. 


Cambridge, 


A. D. Roy 



THE XJNITY OF POLITICAL AND ECONOMIC 
SCIENCE 


1. This article will put forward the view that Economic and 
Political Science are the same in kind : that when we do eventually 
obtain a “ satisfactory ” Political Science it will have the same 
distinguishing marks as Walras’ Moments or Pareto’s Manuel — 
or perhaps Marshall’s Principles, with the admixture of the 
rigorously formal and the descriptive treatment—rather than 
those of the existing texts in Politics.^ And the core of the 
treatment, we hold, will consist of a set of formal or mathematical* 
propositions. 

2. The main reason which I can give in substantiation of this 
view is that it is possible, using terms which are precisely those 
of Economic Science, to construct a Theory of Committee De- 
cisions.2 In getting a theory of the committee, liowever, it is 
clear that we at the same time get a sufficient means to construct 
a Theory of Politics. All that is needed for this is to construct 
a theory of the committee that is sufficiently comprehensive. 
When this has been done we can deduce from the schedules of 
valuation of the individuals in the community, taken in con¬ 
junction with the election law which is initially existent, which 
Members will be elected to Paliaraent (and which representatives 
will be selected for local-government councils). But Parliament 
is itself a bicameral committee; its workings will therefore be 
covered, as will those of the cabinet, which is a committee requir¬ 
ing unanimous decisions on the part of its members. The party 
machines are again committees which help to determine the 
transactions inside Parliament; and their workings, too, can be 
examined in terms of a theory of committees. At the highest 
level, international agreements are reached by committees which 
again require unanimity in their decisions. 

Admittedly the theory which has been given so far would not 
cover the workings of all committ ees; but this can be done by an 
elaboration of the same kind of theory, which, in principle, is 
capable of covering all types of committee action. 

^ We distinguish between Politics, the science, and politics meaning political 
phenomena, by the use of the capital letter; and similarly in other oases. 

* Cf. Black, “ The Rationale orOroup Decision-Making,** Journal of Political 
Economy, February 1948, and “ The Decisions of a Committee Using a Special 
Majority,** Econometrioa, July 1948, for the outlines of such a theory. 
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A theory of committees seems to be obtainable; and, if so, we 
argue, a Theory of Politics. And the essential features of a 
Theory of Politics obtained along these lines will be those of a 
theory of committees. But, as we will proceed to show, these 
essential features are precisely those of Economic Science. Indeed, 
if we accept the view that a Politics can be developed out of the 
theory of committees, then Political Science and Economic 
Science would appear quite definitely to be two branches of the 
same subject. In particular, we can specify that they make use 
of the same language, the same mode of abstraction, the same 
instruments of thought and the same method of reasoning— 
because this is true of the theory of committees and of Economic 
Science. 

3. The use of the same terminology in the two sciences perhaps 
goes farther than anything else to prove their fundamental 
identity : this because one’s thinking is largely conditioned by the 
means of expression at command, and language permeates 
thinking to its innermost core and in all its recesses. The im¬ 
portance of language is evident enough when the stage has been 
reached of giving an intelligible formulation to the results arrived 
at: the degree of success achieved in presenting the system of 
thought will largely depend on the adequacy of the technical 
terms employed. But before the stage has been reached of 
making explicit the results of such thinking as has already been 
carried out, a language, if it w^ere really suitable to the subject, 
would direct the mind at the beginning of thought to those 
elements in the situation which are significant, would suggest to 
the imagination and intellect the actual or possible inter-relations 
between the elements, and would enable one to ‘‘ fumble one’s 
way gently and patiently through the problem.” Thus the ade¬ 
quacy of a Political Science developed as we suggest, will depend, 
among other tilings, on how far economic language—for the 
language of the theory of committees comes entirely from Econo¬ 
mic Science—can first capture and then make explicit, thoughts 
which relate to a field other than Economics, viz., to Politics. 

Now if Economics and Politics were separate and distinct 
subjects, such a use of language would certainly be disadvantage¬ 
ous. If, however. Political Science were really one with Economic 
Science, far from the use of the borrowed vocabulary being a 
draw-back, it would be a help. Economic Science has been built 
up progressively and continuously over two centuries; it has 
worked its way through to a language which has laid an always 
firmer grasp on the concepts necessary for thought; the progress 
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has been made by a succession of distinguished thinkers, each 
taking over and developing the work of his predecessors. Political 
Science,^ on the other hand, has been little cultivated; its lists 
contain few names of a lustre similar to those of Economics; it 
has nothing to show of the same continuity of development as 
Economics. In the one science the heritage of language is much 
richer, of greater pliancy and exactitude than in the other. 

If it is legitimate for Political Science to make use of this 
heritage of language and concept, it should be to its immediate 
and considerable advantage. We ourselves have been led to the 
belief that it is, by finding that the problems of committees could 
be resolved by a use of economic language that was quite natural 
and unforced. From the explanations tliat we go on to give it 
will become clear that this means of expression has determined 
the crucial steps in breaking down the problem into its elements. 

4. To get the very complex materials with which they deal 
sufficiently simplified to bo dealt with in thought, both sciences, 
Economics and Politics, ha\o to abstract from the situations met 
with in practice; they must deal only with certain aspects of the 
situations and disregard the others. First, they must find the 
answers to the simpler problems; and after that, with a 
lesser degree of abstraction, they can pass on to consider the more 
complex problems. In doing this Politics will make use of what, 
in virtue of its earlier historic development, can be referred to as 
the economic rnode of abstraction. 

One feature of this is that the treatment is often of the time¬ 
less variety : time does not enter into the equations used. In 
the theory of the market or of marginal productivity, for instance, 
the data are assumed to remain unchanged until such period as 
equilibrium is attained; and after that, with the persistence of 
the same data, the position of equilibrium will remain unaltered. 
Similarly, in dealing with committees many of the basic theorems 
are obtainable by assuming data that don’t alter with time and 
examining the positions of equilibrium that will be reached. 

But in neither subject is this a necessary limitation. Rather 
it is a simplifying device used to obtain the broad outlines of an 
answer. When a further degree of approximation to reality is 
needed, or when certain problems come to be investigated, time 
must be taken into account. The same means of doing this exist 
in both subjects, and the same difficulties arise in both.* 

^ Though not Political Philoeojyhy. 

• Cf. P. N. Rosenstein-Rodan, “ The Role of Time in Economic Theory,’* 
Economica, N.S., Vol. I, 1934. 
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5. The most important feature of this mode of abstraction, 
however, is that in botli sciences the individual is represented by 
his schedule of preferences. 

Economic Science looks on the various phenomena with which 
it deals as the outcome of the valuations placed upon goods and 
services by the individuals concerned. The number of men 
employed in a particular factory, their length of working>day 
and the output of the factory are shown to bo related to the 
scales of valuation of the consumers of the good that it manu¬ 
factures, to the scales of the members of the board of directors 
and of the workmen concerned. 

If we were to examine tlje matter further, we might find that 
the scales of valuations of each individual in any of these classes 
could be correlated with various other phenomena. The con¬ 
sumer’s valuations might be found to be related to his native 
constitution, })hysiological and psychological, to the kind of 
house in which he lived or to his family circumstances. And the 
firm’s output of the commodity would certainly depend on the 
existing state of technology, e.gf., on the existing knowledge of 
Chemistry. Other branches of Economics or other branches of 
science may examine the influence exerted by technology on the 
output of the firm, or the influence of family circumstances on 
the schedule of preferences of the consumer, but Economic 
Science itself does not do so. It does not inquire by what events 
in the realm of fact these preference schedules have come to be 
what they are. 

So also it would be possible to relate the st ructure of a country’s 
industry, the scale of its engineering, shipbuilding or cotton 
industries, to the deposits of minerals in it, its climate or its geo¬ 
graphical position; and all of this would be enormously important, 
quite vital, indeed, for an understanding of the country’s position. 
The student of Economics wdio was without this knowledge 
WT)uld be like the physicist who was born with a knowledge of 
Einstein’s theory but had never had the advantage of walking 
over fields or seeing tides or measuring a table wdth a yardstick. 
It is quite safely assumed that the physicist studying Relativity 
has in fact measured tables and has seen electric cells and resis¬ 
tances and the other paraphernalia of his science, and that the 
student of Economics is acquainted with the importance that the 
existence of coal deposits or the possession a seaboard has for a 
country’s economy. These effects are a proper subject of study, 
but this part of the study would belong to Descriptive Economics 
or other branches, and not to Economic Science itself. 
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The position of Political Science is exe^ctly similar. Political 
Science, too, accepts the scales of valuation of the individuals 
concerned as being among the data of its problem. A knowledge 
of the economic system of the country, of its racial composition, 
its political and social traditions, its complicated political history, 
would be necessary to an understanding of its political system. 
But such topics as these would fall within the discussion of other 
branches of Politics, not of Political Science itself. This is a 
hard saying. Only the student familiar with the methods of 
reasoning of the various sciences would agree that the Science of 
Politics should accept as its data the scales of preferences of 
individuals. Yet it is so. 

6. Consideration of technology lies outside Economic Science^ 
as it does outside Political Science, but the technological facts, so 
far as they are known from the past or guessed at for the future, 
play their part in the formation of the individual’s scales of 
preferences. Here the issues which arise are not obvious, and we 
may examine them further. 

In economics some of the technological facts are definitely 
known by the people concerned. The effect of combining specified 
quantities of iron and coal in producing steel are known from the 
numerous instances of this which have occurred in the past. The 
manner in which it is possible to produce a steel plate using differ¬ 
ent kinds of machinery and different quantities of labour and raw 
materials can be accurately stated. As a result of the numerous 
experiments and accumulated experience of the past, the technical 
possibilities entailed in the production process are often known 
beyond cavil. So long as we confine ourselves to the realm of the 
purely technical, the possibilities which are open, and from which 
one must be selected, will often be definitely enough known to all. 

In politics there is rarely or never this measure of agreement.. 
Facts rarely or never recur in the exact form which they had in 
the past. The ingredients in the situation are usually different, 
or combined in different propoition from what they were in the 
past. Taking a simple illustration, if a college curriculum is 
being revised by a committee, the members will have before their 
minds a knowledge of past curricula of this and other colleges 
with which they have been acquainted, but some will have been 
acquainted with some curricula, others with others; the experi¬ 
ence on the basis of which they are choosing will be different for 
the various members. The committee member who has had 
the opportunity of witnessing each of two curricula in operation 
may even be uncertain as to what the effects of one have been by 
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comparison with the other. The effects of political adjustments 
cannot be specified in terms of lbs. weight, and rarely can be 
specified definitely in terms of £s of profit or loss or other numerical 
measures. The individual is left to read general effects as well 
as he can, when often they are of a type which is difficult to observe 
correctly, and rarely will he feel that he knows accurately what 
they have been. When he tries to communicate such knowledge 
as ho has to others, he is unlikely to succeed beyond the first few 
steps; he cannot specify effects in numerical terms, and his 
listeners, relying on their own experience of similar instances, may 
believe that his reading of experience has been mistaken. Beyond 
that, the milieu in which any proposed changes have to be intro¬ 
duced will be different from the old; and the old ingredients in a 
new medium might give rise to different effects from those of the 
past, even if it had been possible to specify these effects correctly 
and in a way which was accepted as true by all. The facts of 
political technology, therefore, are much more elusive and less 
knowable than some of the facts of economic technology. 

7. But the line of demarcation between Politics and Economics 
is not hard and fast. In economics, too, some facts are difficult 
to specify and can only be guessed at. If, for example, the pro¬ 
posal is to establish a factory to manufacture a certain good, the 
costs of manufacture, the quantity of sales and the price of the 
product will all be uncertain; and if it is a joint enterprise to 
be undertaken by several people, each person concerned will enter¬ 
tain a different expectation of the outcome, the view taken by 
each being dependent on his past experience, his intellectual or 
imaginative abilities and on the degree of optimism of his tempera¬ 
ment. The facts lie in the future and must be guessed at: many 
events which will be of vital importance to the success of the 
enterprise can only be visualised dimly, if at all. Each person 
must exercise his choice in a realm in which he can have an opinion 
as to what the alternatives are as between which he can choose, 
but he has no definite knowledge of these alternatives. While, 
therefore, there is often a greater certitude attaching to economic 
judgments than to political, this is not alwaj^s the case. There is 
a difference in the degree of knowledge of the outcome of the 
various lines of action which might be chosen, this knowledge often 
being greater in economics than in politics; but there is no 
difference in principle between the economic and political esti¬ 
mates which people must make. Technological factors play the 
same role in the formation of preference schedules in both economic 
and political choice; and both Economics and Politics leave these 
No. 239.— ^VOL. LX. D 
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factors to be discussed outside the pure science which deals with 
the subject. In either case, for the pure science it is enough that 
we represent the individual by his schedule of preferences. 

8. Apart from the schedule of preferences, the other main 
instrument in the two sciences is the conception of equilibrium. 

In Economics, from the time of Adam Smith onwards, the 
question asked has been : What are the characteristics of economic 
equilibrium in the particular case concerned ? Even in asking 
the question which the science is an attempt to answer, it is pre¬ 
supposed that a concept of equilibrium has been, or can be, 
found. 

In Politics the question which should be asked, so far as I can 
see, is : What are the characteristics of political equilibrium in, 
particular cases ? Or, more exactly: What characteristics of 
political adjustment can be formulated in terms of a theory of 
relative valuation and in terms of a concept of equilibrium ? If 
this really is the problem with which the science is concerned, it 
becomes apparent that the whole nature of Political Science 
derives from the question asked. But this question is only a 
minor modification of that asked by Economics; and the answer 
to it would plainly be the same in kind as that given by Economics, 
To the extent that we accept this as a satisfactory statement of 
the problem with which Politics deals, we will expect Political 
Science and Economic Science to share a common nature; for 
the nature of a science is predetermined by the question to which 
it is an answer, and both Politics and Economics seek to answer 
practically the same question. 

9. It might, of course, have been true that the conceptions of 
equilibrium in the two sciences were significantly different. After 
all, equilibrium in Physics or Chemistry means something very 
different from what it does in Economics. 

Let us examine the matter. In Economics, although the 
conception has been differently treated by different authors, always 
the underlying idea has been that equilibrium results from the 
equality of demand and supply. 

In Political Science the motions before a committee stand in 
some definite order on the scales of preferences of the members. 
Equilibrium will be reached through one motion being selected as 
the decision of the committee by means of voting. The impelling 
force towards having one particular motion selected will be the 
degree to which the members’ schedules, taken as a group, rank 
it higher than the others. The barriers to its selection will be of 
two kinds. On the one hand, there is the degree to which the 
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group Tanks other motions as high as, or higher than, the motion 
concerned. And on the other, there is the particular form of 
committee procedure in use; and it can be shown that with a 
given group of schedules, one procedure will select one motion, 
while another procedure will select another.^ If so, equilibrium 
in Politics is ‘‘ the resultant of tastes and obstacles ”; and these 
are the words Pareto used of equilibrium in Economics. 

Thus each science uses a different definition of equilibrium; 
but the underlying conceptions are the same in kind. The 
position is that we get from the one science to tlie other by the 
change of a single definition. 

10. This provides us with a criterion to distinguish between 
economic and political material. If the pure theory appropriate 
to the case makes use of preference schedules, the phenomena will 
be either economic or political. If the definition of equilibrium 
em])loyed relates to equality of demand and sui)pl 3 ", the pheno¬ 
mena will be economic in nature; if it relates to equilibrium 
attained bj’^ means of voting, they will be political. 

11. In both sciences the fundamental requisite is to give an 
account of the relations which, in conditims of cquilibriwn, 
necessarily hold between the elements; and in both the most 
general tyj)e of tlieory would be formulated in terms of Mathe¬ 
matics. This has its disadvantages,^ but it is onty bj" mathe¬ 
matical logic that we are able to deal with a number of inter¬ 
dependent variables, each influencing and being influenced b^^ the 
others. To begin with, however, progress in the formation of a 
Science of Politics is likely to take the form of a number of studies 
in “ partial analj^sis.” This would employ only two or three 
variables, and would be expressible in terms of Geometrj^ 

12. As in Economics, it would be possible, at least in principle, 
to fit data from actual situations to the theory obtained; and 
correspondence of the conclusions of the theorj" with political 
reality could be tested for empiricallj’^. 

13. The pure theory would enable us to work out the effects 

^ Cf. Black, op. cit., Economeirica, July 1948, pp. 266-7 and 261. My articli‘s 
“ The Election of Candidates in Single-Member Constituencies ” and “ Some 
Theoretical Schemes of Proportional Representation,” Canadian Journal of 
Economics and Political Science, May and August 1949, are elaborations of the 
statement. 

* Apart from the difficulty of understanding Mathematics, which everyone 
feels and some people feel acutely, there is the drawback that much of the exist¬ 
ing Mathematics was developed to deal witli physical problems and is not w'ell 
adapted to deal with the human sciences. In time a now Mathematics will bo 
invented. Cf. Hans Mayer, “ Der Erkenntniswert der funktionellen Preis- 
theorien,” Lie Wirischaftetheorie der OegenwaM, Vol. II. 
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of any given change in the political circunastances. The initial 
state of equilibrium, before the change was introduced, would be 
examined, and when the data had been altered so as to incorporate 
the given change, the new state of equilibrium would be examined. 
The set of differences between these two states of equilibrium 
would give the effects of the assumed political change. Here, it 
must be added, the effects of any given change might be very 
different according to the context into which it had been intro¬ 
duced. Sometimes a small change in the data might give rise 
to far-reaching changes in the final state of equilibrium; at other 
times a considerable change in the data could be introduced with 
little or no effect on the resulting equilibrium. The method by 
which the effects of such political changes would be traced is that 
familiar in Economics as the method of comparative statics.^ 

14. Beasoning throughout both sciences, therefore, seems to 
me to be nothing short of identical in kind, and we draw the 
conclusion that Economics and Politics really form two branches 
of the same subject. Each relates to choosing of some kind, and 
it might seem that a suitable title for the subject that includes 
both would be the Theory of Choices; but if such a title were used, 
too much would be brought under it: Ethics, in one aspect, is 
a theory of choice, and the Theory of Permutations and part of 
the Theory of Probability is again a theory of choice. On these 
grounds it would seem preferable to refer to the wider subject, 
which includes both Economics and Politics, as being the Theory 
of Economic and Political Choices. 

Duncan Black 

Glasgow University, 

* In this article we make no attempt to deal with the relationship of an 
Applied Politics to a Pure Politics. The probh-ms which arise are of a different 
order from those dealt with here and would requiro a separate treatment. 



EMPIRICAL RESEARCH AND THE MARGINAL 
ANALYSIS 

This paper attempts to solve an apparent liopeless contra¬ 
diction between economic theory and practice. In theory 
marginal cost (m.c.) always equals marginal revenue (m.r.). In 
practice it never does. I hope to show that the several difficulties 
are only apparent. 

1. Definitions, Costs or factors of production (hereafter 
called simply “ factors may be classified into the following 
pairs : 

(а) Variable and fixed, ^ the fixed factors being those which 
within some arbitrary period of time cannot be varied. This 
distinction is identical to that between partial and total 
adaptation (p.a. and t.a.).^ We shall call the marginal cost 
of one more unit of product m.c. (t.a.) and m.c. (p.a.) accord¬ 
ing as the fixed factors are changed in order to produce it or 
not, resi)ectively. 

(б) Long and. short run. This is not the same as the fixed/ 
variable distinction, for it is not necessary that fixed factors 
be altered, or indeed that alterations in them bo considered, 
in the long run. In the long run (l.r.) it is possible for the cost 
of a certain combination of factors to be greater than it is in 
the short run (s.r.) : for instance, machinery can be worked 
very profitably in the s.r. without maintenance, but in the 
l.r. the costs of this procedure are very high. There are really 
two distinctions here : a course of action may involve no 
disadvantages if pursued for a short period only, but be very 
expensive if persistently pursued, and such a case is the over¬ 
working of machinery; or there may be delayed effects of 
even short once-for-all actions which raise their real cost. 
For instance, to demand overtime of the w'orkers one evening 
without warning may have no effect at the time, but result in a 
strike much later. But the main point is that l.r. decisions 

* The distinction drawn by Mr. P. Lyle {Regression Analysts of Production 
Costs, p. 80) between “ overheads meaning office expenses and ** factory hxed 
costs ** meaning plant, etc., is not used here. Mr. Lyle’s factory fixed costs are a 
distinctly curious concept, as they include the cost of power. Cf. National 
Bureau of Economic Besearch (N.B.E.R.), Cost Behaviour and Price Policy, 
pp. 64-7. There is, of course, no connection between fixed costs and rigid costs. 

• Partielle and totale Anpassung. E. Schneider. Theorie de Production, 
ch. 2, sec. 2. 



516 


THE ECONOMIC JOURNAL 


[SEFT. 


do not necessarily affect fixed factors, and that divergences 
between l.r. and s.r. costs and revenue can occur without any 
alteration in the fixed factors occurring. S.r.m.c., then, is 
not the same as m.c. (p.a.), as in most formulations. There is 
an s.r.m.c. (p.a.) and an l.r.m.c. (p.a.) according as the 
ultimate disadvantages of ov^erworking the machinery, etc., 
are neglected or taken into account. There is also an l.r.m.c. 
(t.a.), but the concept s.r.m.c. (t.a.) appears to be empty of 
meaning. It is of the utmost importance for this analysis 
that the p.a./t.a. distinction is not the same as the s.r./l.r. 
distinction. It is on this very simple addition to the ‘‘ tools ” 
of economics that much of the reconciliation of theory and 
practice depends. 

(c) Direct and overhead. The distinction between these is 
a mere accounting convenience, those costs being called 
direct which accountants succeed in dividing in different 
proportions between the units of output according to how 
they suppose each unit “ causes the cost; while overheads 
are the remaining costs w^hich are lumped together and 
spread by some rule of thumb. Thus the use of a crane 
in an engineering workshoj) could be accurately costed so 
that only heavy articles actually requiring its use made 
any contiibution to its upkeep; but it might be more econo¬ 
mic to sack the accountant concerned and spread the charge 
arbitrarily. A good, or an officious, accountant could make 
almost every cost direct; a small shopkeeper, who has neither 
the time nor the intellectual capacity nor the need for 
such elaboration, calls every cost an overhead except the 
simple invoice cost of the articles he sells. Very commonly, 
both among economists and in real life, “ direct and 

overhead ” mean the same as variable and fixed, and there 
is no simple expression conesponding to the distinction made 
by the accountant’s arbitrary practices. From this follows 
the tendency to confuse the accountant’s distinction with the 
real one. The meanings assigned to “ direct ” and over¬ 
head ” here are idiosyncratic, but I think useful. Had Mr. 
Lyle distinguished overhead ” from “ fixed ” he would not 
have called power a fixed cost. 

(d) As to marginal cost, m.c. (p.a.) then differs from total 
variable cost in that it excludes those factors which although 
variable are not immediately relevant to producing more or 
less. Thus it is possible quickly to sack a typist in the head 
office, but it is of no assistance in decreasing production by 
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olie unit: she is not therefore a marginal cost (p.a.). M.c. 
(p.a.) covers those factors which within the arbitrary fixed 
period must be taken on (may be sacked) in order to produce 
more (less). M.c. (t.a.) covers all factors including those 
factors like typists which under p.a. are non-marginal, though 
they can be immediately hired or fired. 

All these pairs of distinctions are, of course, more or less 
arbitrary. In particular, (a) and (5) depend upon an arbitrarily 
chosen, notional period of time. 

2. T/ie facts, (a) The full cost principle arises out of the first 
recorded attempt by economists to abandon si>eculation and 
conscientiously seek for the facts about price fixing. Research 
is still quite incomplete, and the results do not rest upon conclusive 
evidence and may bo disputed.^ Nevertheless, my understanding 
of them, helped out in some cases with common-sense assumptions, 
is as follows. S.r.m.c. (p.a.) is an average conce])t to the entre- 
j)reneur, who is not normally concerned with rises or falls in it. 
The reason for this is tliat the average is pretty constant in 
practice, so that no distinction between marginal variable cost 
and average variable cost really arises. The alternative name 
proportional cost shows this well—variable cost is thought to be 
(linearly) proportional to output. Fixed costs are, of course, by 
definition constant under p.a., and have merely to be borne by 
more or fewer units of output. Therefore there is nearl}" always 
decreasing average total coat under p.a. Therefore s.r.m.c. 
(p.a.) < s.r.a.c. (p.a.).^ 

But is it really true that s.r.m.c. (p.a.) never rises ? Both 
common sense and evidence show that it is not, but objectors to 
the full cost principle fail to see that the undoubted fact of 
ultimately rising s.r.m.c. (p.a.) is almost irrelevant to price fixa¬ 
tion. Although it is obviously possible to jiroduce enough to make 

^ Supporters of the orthodox marginal analysis must, howo\Tr, do more 
than merely show the unreliability of the full-cost evidence. They must show 
it to be actually wrong, and that their own theory, out of all other conceivable 
ones, is actually right. So far I am aware of no evidence whatever for the 
marginal analysis. 

* Evidence for this paragraph ; C. Saxton, Economics of Price Determination, 
ch. 6; P. W. S. Andrews, Manufacturing Business, ch. 3 ; P. Lyle, op. cit,, p. 109 ; 
J. Dean, American Economic Review (Papers and Proceedings 1948), p. 160; 
and the lists of studies quoted by H. Apel, American Economic Review, Decem¬ 
ber 1948, N.B.E.R., op. cit., pp. 90-109. 

The break-even chart taught in American schools of business, and used by 
certain Rrms, is also good evidence (cf. Dean, t6td.; N.B.E.R., op. cit., pp. 102- 
9). The total cost line on this chart is normally linear, implying constant marginal 
cost (see Fig. 6). 
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s.r.m.c. (p.a.) rise, it is never profitable becalise the Lr. cost of 
doing so is prohibitive. The course of the s.r. cost curves with 
p.a. is normally that of Fig. 1. The s.r.m.c. (p.a.) curve is 
either quite flat or falls ^ a little at first and then goes flat or 
gently upwards for a long stretch. Finally, it turns sharply 
upwards; this represents the cost of overtime, improvised methods 
of overcoming bottlenecks, emergency purchases of raw material, 
etc.® The s.r.a.c. (p.a.) curve falls steeply and then flattens out 
into a gentle decline, and is more or less asymptotic to but always 
above s.r.m.c. until the latter’s sharp upturn. Planned produc¬ 
tion lies somewhere along the stretch of flat s.r.m.c. (p.a.), say at 
X, and this is the optimum long run use of the plant.® If now 



achieved production exceeds planned production, or capacity, 
the firm will still in all probability be on this stretch, and will 
benefit by having a.c. lower than expected (because it has spread 
its overheads). But in the long run this situation is unecono¬ 
mical, for it implies persistently producing at a point where the 
factors are not in an l.r, least-cost combination. Now this is at 
first sight strange : for surely the least-cost combination is not in 
fact at X but at Y, where average cost is lowest ? But this is not 
so, for two reasons. First, s.r.m.c. (p.a.) is rising sharply at F, 
due to overtime, overloading of plant, emergency extra purchases, 
overstrain of managerial staff, possibly even the use of manual 
labour to supplement mechanised bottlenecks, etc. And these 
things cost more in the long run than in the short (assuming 
always p.a.), for eventually they mean extra maintenance, loss of 
goodwill, labour unrest, etc. So all production under rising 

^ There is evidence for both possibilities—Lester, American Economic Beview, 
March 1949, pp. 478-9. Cf. Saxton, op, cit., ch, 6 and p: 163. 

* Including the over use of fixed factors—a rather special cose to which we 
shall return, as it requires elaboration? 

’ Hie word capacity is used in this article of this output, and not of the 
maximum output possible; and this is tdso occasionally the wage of business 
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B.r.m.iD. ip.a.) is inefficient, and the management will try to avoid 
it. Secondly, there is no backlash, no play, at Y. A breakdown, a 
sudden demand from a valuable customer, the loss of a consign¬ 
ment of raw materials, a strike or the like will be crippling at F, 
for it cannot be made up later. We are in tlie now all too familiar 
situation of the over-fully employed economy, which has no 
reserves and is liable to bottlenecks. This also accounts for the 
fact that not only is it uneconomic to produce under rising s.r.m.c. 
(p.a.), but also it is uneconomic to exceed output OX for long : 
say to try to keep up OZ for any period. For OZ, despite the 
fact that it does not entail rising s.r.m.c. (p.a.), means that 
maintenance cannot be normally carried out, that machinery is 
always in use that ought to be in reserve, possibly that overtime 
is being worked continuously (labour may welcome occasional 
overtime, but jibs at its perpetuation). It also means a larger 
value of stocks and w’ork in progress than the capital of the firm 
can carry for ever without financial risk.^ For the position of X is 
defined by this second objection : OX is the maximum output at 
which it is possible to establish reasonable reserves of labour, time, 
finance and materials against accidents. OZ would be ideal if it 
were not for the cussedness of things, and for short periods we like 
to be producing it, as it does not actually overstrain us like OY. 
But in the long run we shall surely regret it, and must either 
enlarge the plant or produce OX, Indeed, the firm will have 
designed the plant so as to obtain constant s.r.m.c. (p.a.) over the 
relevant stretch 

Two exceptions may be expected. The first is that we may 
find even output OY, and outputs greater still, in periods of 
exceptionally high prices not expected to last. For the l.r. 
damage done is compensated by the s.r. profits made; but it is 
not worth while expanding the plant. The second is that with 
certain complicated systems of allocating depreciation allow^ances 
more is assigned per unit of product as output rises, thus taking 
account of the greater weq^r and tear on the fixed factors as output 

^ A point especially important for banking and the distributive trade. 
Banks, too, observe the full cost principle, and the chief reason for them is the 
divergence between the s.r. and the l.r. cost of lending caused by the risks of 
illiquidity. But all firms in all trades have a liquidity ratio, and not only banks, 
as we tend to suppose. 

■ For general confirmation of this paragraph, cf. P. W. S. Andrews, op, cit,, 
ch. 3. 

For the habit of planning for a certain level of output with given plant, cf. 
N.B.E.R., op. cit,, pp. 25-6; J. M. Stigler, Journal of Political Economy, 1939. 

For the continuing fall of average cost after OX, or “ capacity,” cf. Lester, 
op, cit,, p. 482, 
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rises, for this entails working the machinery at greater speed. 
In such cases total depreciation is divided into : (a) a fixed 
amount representing the effects of obsolescence and the wear and 
tear caused merely by the passage of time, and (6) a variable 
amount representing the wear and tear due to use. As output 
rises (a) expressed as a rate per unit naturally falls, but (6) may 
rise, in order to represent the greater wear and tear per unit of 
production due to increased speed of running the machinery and 
cognate causes. When these two elements move in opposite 
directions, then the total rate of depreciation per unit may either 
rise or fall with output. Now while (a) is not part of s.r.m.c. 
(p.a.) at all, it seems most convenient to use such definitions as 
will bring (6) in. For a factor of production is fixed only in so far 
as it is unaffected by this or that s.r. alteration; in so far as it is 
affected it is not fixed. The element (6) in depreciation, then, is 
for costing purj^oses an s.r. marginal cost under p.a., though the 
actual payment of it is postponable. If his accountant has 
adopted such a method of allocating depreciation charges, the 
entrepreneur’s s.r. decisions will be influenced by (6), and he 
behaves rationally in giving it weight. If (6) rises with the rate of 
output (as it usually should) there will be rising s.r.m.c. (p.a.). 
But it is, of course, most unlikely that the rate of rise will be 
enough to render Fig. 1 seriously inaccurate in the region of 
point X.^ Depreciation is in reality a very small part of value 
added—^say about 4% in industry as a whole^—so that alterations 
in it must be of negligible importance. 

So s.r.m.c. (p.a.) is ordinarily < s.r.a.c. (p.a.). But firms 
ordinarily avoid bankruptcy. Therefore s.r.m.c. (p.a.) is ordinarily 
< price. So far, however, the facts can be regarded merely as an 
interesting verification of imperfect competition theory. They 
are so regarded by Machlup.® Of course m.c. < price, he says, 
for ordinarily there is imperfect competition, and m.r. also < price. 
Naturally m.c. = m.r. at a point below a.c. and price, and all is 
well. 

Alas for a priori reasoning ! the facts are quite otherwise. 
First, perfect competition in the sense of perfectly elastic demand 

^ Cf. N.B.E.R., op, cit,, ch. 4; J. M. Ko 3 nneB, General Theory^ ch. 6 (appx.); 
E. Schneider, EinfUhrung in die Wirtschaftsthcone, voK 1, ch. II/3/i (4). 

Note that if this increase in wear and tear is not so allowed for in the deprecia¬ 
tion account it may still influence entrepreneurial decision, and will then in our 
jargon be a divergence between s.r.m.c^ (p.a.) and l.r.m.c. (p.a.); see sec. 3b. 

* H. W. Arndt, Oxford Economic Papers^ November 1947. The figure refers 
to Great Britain. In U.S.A. it is about 7%. 

* F. Machlup, American Economic Peview, 1946. 



1950 ] EMPIRICAL RESEARCH AND MARGINAL ANALYSTS 


521 


(which is the only sense relevant here) is by no means uncommon. 
Perfectly elastic demand' curves face small firms in industries 
where their large rivals exercise price leadership; they face firms 
producing for the government; they face farmers and miners of 
precious and non-ferrous metals; they face firms in cartels or 
subject to gentlemen’s agreements; they face the producers of 
some standardised inteimediate products, such as cotton yarn. 
In all these cases demand, though variable, is always perfectly 
elastic to the firm; i.e., price — m.r. in both s.r. and l.r., whatever 
the reigning level of that price may be. The only qualification is 
that in some of the above cases there is an absolute stop to the 
demand curve at a certain point, i.c., where the production quota 
is fulfilled. Such quotas reign in government contracts and in 
some (but only some) cartels, giving to m.r. and a.r. the shapes in 
Fig. 2. But this fact is not sufficient to disprove the common 


r\„ 

\ 

__ 

o 

Fic. 2. 

occurrence of jKTfeclIy clastic l.r. and s.r. d( niaiid to tlie individual 
firm. Yet empirical reseaich into cost data and price fixing shows 
no difference at all between firms faced with such demand curves 
and others. Both classes produce at the optimum point X shown 
in P^'ig. 1, and the elasticity of demand, thougli irlevant to the 
setting of the price, is not considered relevant to tlie choice of X 
as the best possible output.^ 

A second and even more damaging fact is that even when the 
l.r. elasticity of demand facing the individual firm <co the entre¬ 
preneur, nevertheless, of his own free will ensures that the s.r. 
elasticity shall ^ oo , In other wwds, in all cases where he enjoys 
some (l.r.) control over his price he makes it as sticky as possible. 
Why is this ? First, s.r. price changes are simply impracticable 
for accounting and production planning. Secondly, in the s.r. a 
price cut brings in few customers that would not have bought 
anyway, and makes the regular customers suspicious : it also 
gives offence to those who buy shortly after the cut. Thirdly, an 

^ I havo little direct evidence for tliis statement, and rely mainly on common 
sense, and the eniiro absence in any of the sources quoted above of any connection 
between demand curves and s.r. output policy. 
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s.r. price rise loses good will and is bad in-the l.r. Fourthly, a 
period of constant prices is necessary for the estimation of demand, 
as very short periods are swamped by random fluctuations. So 
what the entrepreneur normally does is fix a price for the season 
and await customers. If he sells much he will raise the price next 
season, and if little he will lower it. But he very seldom changes 
during his season.^ Finally, as he is uncertain about the elasticity 
of demand he does not know whether it would be better to raise 
or lower his price. This uncertainty makes the convenience of 
leaving it alone bulk larger in his mind. 

Nor is the case of contracting any better. For a contract ear 
definitione involves a fixed quantity and price over a period of 
time. There is no such thing as a short-run analysis of contracts, 
and they afibrd no comfort to those who maintain s.r.m.r. = 
s.r.m.c. (p.a.). 

These then are the alternatives. Either price is not controlled 
by the entrepreneur, in which case s.r.m.r. = s.r.a.r. Or price 
can be controlled, in which case, nevertheless, s.r.m.r. == s.r.a.r. 
for reasons of necessity and convenience to the entrepreneur. Or 
there is a contract price, in which case the s’.r. cannot be spoken 
of at all. Yet in any case, irrespective of s.r. demand conditions, a 
level of output is aimed at at which s.r.m.c. (p.a.) < s.r.a.c. (p.a.). 
Yet losses are exceptional. Therefore s.r.a.c. (p.a.) is normally < 
s.r.a.r. Therefore s.r.m.c. (p.a.) < s.r.m.r. in the normal case— 
much less. Even if s.r.m.r. were < s.r.a.r. it would still need to 
be shown that it was in fact equal to s.r.m.c. (p.a.) at the point X. 

The above paragraphs sum up what I mean by the full cost 
principle.^ The so-called mark-up principle is not independent 
of it, but merely its simplest possible variant. It is the principle 
used in the wholesale and retail trades and in the vertically dis¬ 
integrated sections of the textile industries, and consists of making 

^ Cf. Gordon, American Economic Review, Juno 1948, p. 277; Saxton : op. cit,, 
pp. 127-9. 

The broak-even analysis is evidence for this too. The sceptical reader may 
also confirm the fact experimentally by entering any shop; or by buying a price 
catalogue. The break-even analysis also assumes constant s.r. prices, and it 
is used by many firms; cf. Dean, op. cit. 

Objections have been raised to calling this phenomenon of sticky prices a 
perfectly elastic s.r. demand curve. If it eases tlie reader’s mind he may refer to 
it as a sales or revenue curve. The main point is that this curve is the one on 
which entrepreneurial s.r. decisions are based, and it Js perfectly elastic. A 
rose by any other name . . . 

* General evidence for the imiversal use of the full-cost principle, apart from 
the detailed direct evidence quoted above, is deduoible from any text*book on 
accounting. Acooimtants work this principle at every point, both in their 
apprenticeship and in their subsequent careers. 
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price fixed percentage above the cost of the raw material. This 
percentage is called the margin. The mark-up principle is a failure 
to allocate costs as direct when they might be (shop space, spinners’ 
labour, etc.), owing to either bad or non-existent accounting, which 
is frequent in these industries, or a perfectly rational refusal to 
spend money on accounting. One main cost (stock to be sold, 
raw cotton, tops, etc.) is treated as direct, and all the rest is 
overhead. 

3(a) How is all this compatible with profit maximisation? 
Note, first, that one can be in equilibiium with respect to (t.a.) 
and (p.a.) at tlie same time, although the curves run differently 
from each other. Both sorts of curve exist at the same time, 
the one sort governing investment decisions, the other governing 
other decisions. One can also be in equilibrium (p.a.) but in dis¬ 



equilibrium (t.a.), and vice versa. That the curves differ merely 
describes the fact that the data on which the decisions are taken 
differ. The fact of this coexistence of different data is one of the 
key points of my analysis. Obvious enough, it has nev’ertheless 
not been made enough of in the past. 

The normal s.r. position (p.a.) has already been describe^d. 
We need but add a horizontal sales curve to Fig. 1 and there is the 
answer. Fig. 4 shows a plant producing at its l.r. optimum (OX) 
for a given fixed equipment, and enjojdng unit “ abnormal ” 
profits ab. 

Up to the point OY Fig. 3 is simply a translation into averages 
of the break-even diagram used by many firms and taught in 
schools of business (Fig. 4). Which circumstance fully confirms its 
validity. The point Q in each figure is the break-eveu point which 
must be exceeded if a profit is to be made. Both figures show a 
perfectly elastic demand curve and constant marginal cost. Fig. 4 
can be reproached, however, for its failure to make the total-cost 
curve bend upwards at a point corresponding to OZ in Fig. 3, as 
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failure equivalent to the assumption of indefinitely constant 
B.r.m.c. This is absurd. At this point the economist may justly 
claim to have suggested an improvement in business practice. 

The plant in Figs. 4 and 5 is not in equilibrium if by that we 
mean that s.r.m.c. (p.a.) == s.r.ra.r. But it mightly easily be in 
equilibrium in that, granted p.a., it is maximising its l.r. profits; 



Fj«. 4. 


i.e., it is doing the best it can for itself witli its given equipment. 
How shall we then express this in our jargon? The answer 
to this question is, I believe, the kernel of the solution of the 
full cost mystery suggested here. The plant is equating Z.r.m.c. 
(p.a.) with Lr,m,r, L.r.m.c. (p.a.) runs quite differently from 
s.r.m.c. (p.a.) and from l.r.m.c. (t.a.) and l.r.m.r. diverges from 
s.r.m.r. as we have already seen. By definitiGn these two 



Fjo. 5. 


quantities are equal. Necessarily therefore the marginal curves 
cut at output OX, and the orthodox marginal analysis is in a 
certain sense saved. L.r.m.c. (p.a.), which allows for all the 
ultimate results of overloading machinery, etc., rises very sharply 
in the neighbourhood of X, so that even quite large changes in 
demand, such as those shown in the accompanying figure from 
demand situation 1 to demand situation 2, make little difference 
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to output. In many cases I.r.m.c. (p.a.) is doubtless quite vertical 
at X, 

Thus from the point at which it begins to rise it diverges 
sharply from s.r.m.c. (p.a.), which does not begin to rise until some 
time after X, But as we approach the left-hand vertical axis— 
that is when output is small—they tend more and more to coincide. 
For there is little reason why they should differ if the plant and 
other factors are not being overstrained. In the s.r. under¬ 
capacity working leads to ca’canny on the workers’ part,^ but if 
the situation persists and employment is as high outside the 
plant as before they will habituate themselves to the situation. 
On the other hand, in the s.r. certain maintenance tasks on the 
disused capacity can be neglected that in the l.r. cannot. But 
none of this amounts to very much. But when there is over¬ 
capacity there are reasons enough for a divergence between l.r. 
and s.r.m.c. (p.a.) : as we saw in sec. 2 overtime, overloading of 
])lant, badgering one’s suppliers, overstrain of managerial staff 
all cost more in the long run than the short. Another l.r. dis¬ 
advantage of over capacity working is more difficult to allocate 
between costs and revenue. If there is no reserve capacity the 
rush orders of old clients cannot be satisfied. But they may only 
deal with us on the basis that a reasonable number of emergency 
claims will be met. Then our liabitual over-capacity working 
loses us our best customers. This item may be regarded as 
either raising costs (for it costs a lot to fulfil the orders) or lowering 
revenue (for we lose tlie custom). Another sort of divergence 
is also relevant here, although it presents no distinction, strictly 
speaking, between l.r. and s.r. It is the divergence between 
those costs which the entrepreneur calculates and puts into 
his break-even diagram (if any) and those which although he 
might he does not take account of in this way. Such a cost is 
that of overtime, which is often simply left out when costing 
exceptional production, labour cost being entered at the usual 
rate.2 Another is extra wear and tear due to fast running, 
which as we saw is only included by rather advanced accountants.^ 
By deliberately omitting such factors from their break-even 
diagrams (or from the virtual break-even analysis carried on by 
those who do not actually draw diagrams) when they could be 
inserted, entrepreneurs seem to act with a positive bias against 
the marginal analysis ! For of course were they included the 

^ Lester, op, cit,, p. 479. And personal information from entrepreneurs. 

* P. W. S. Andrews, op. cit., p. 110. The divergence thus corresponds to Mr. 
Andrews’ “ extraordinary costa.” 

» Sec. 2. 



526 


THE ECONOMIC JOURNAL 


[sept. 


break-even diagram would much more closely resemble the ortho¬ 
dox one. However, they are very often not included, but never¬ 
theless are given weight in making decisions. Since I am here 
trying to reserve s.r.m.c. (p.a.) for the explicit calculations of the 
entrepreneur, and l.r.m.c. (p.a.) for the description of the fact that 
he really maximises his profits all the same, these items must also 
be counted as part of the one but not of the other, and as con¬ 
stituents of the divergence between them. Though it is freely 
admitted they are in no proper sense l.r. as opposed to s.r. factors. 

(c) If this is then our solution^ what right have we to belabour 
the orthodox analysis for its neglect of s.r.a.c. and s.r.m.c. (p.a.) 
and of s.r.m.r. and s.r.a.r. ? If the whole thing can be quite 
rationally explained by the comforting and familiar diagram of 
Fig. 6 why bother with Fig. 3 ? Is it not rightly neglected as a 
mere uncomprehending distraction brought on by purely descrip¬ 
tive economists who refuse to think analytically ? The answer is 
in the negative. For not only do all business men and accountants 
think in terms of Fig. 4, but also it is only for this sort of figure 
that workable statistics are or ever will be available. Long-run 
costs (p.a.) and (t.a,), like long-run revenue, are scarcely operative 
concepts at all. The haziest guesses are the best information 
we shall have of them, even in a fully planned economy with 
uncertainty as far as possible removed. In particular, l.r.m.c. 
(p.a.) is as yet unsupported by any direct evidence whatsoever. 
It is a concept deduced from entrepreneurial behaviour, and has 
no other right to exist. Not only then if we want to understand 
how business decisions are taken and how accountants work, 
but also if wo want to understand the results of empirical research, 
must we use the full cost principle.^ The correct place for Figs. 6 
and 7, and the analysis that is imi)lied in them, is welfare econo¬ 
mics. When we wish to describe how the free market does or 
does not conduce to the general good; when we praise or condemn 
the use of a pricing system under socialism—then is the time for 
the orthodox, naive, a priori analysis. In such cases the full cost 
principle is a positive hindrance, for the concepts in which it 
deals, though precise and commonplace enough, are irrelevant. 
The relevant concepts are then the more recondite but less 
observable ones of the armchair economist. 

^ Part of this solution is adumbrated by Gordon, oj). ci7., pp. 270-82. Pro¬ 
fessor Gordon's article is the most penetrating and most balanced paper on the 
whole controversy known to me. > ^ 

• For instance, it is this principle and its associated diagrams that are relevant 
to the fonnal incidence of taxes, to governmental price control and to most of the 
controversy about depreciation allowances. 
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{d) Let it be emphasised again that the maximisation of profit, 
whether l.r. or s.r., is not the invariable aim of the entrepreneur. 
In many cases he is content simply to cover his costs, for the rest 
pursuing some non-economic aim, such as technical perfection 
or the maintenance of tradition. In such cases he will still think 
in full cost terms, although the marginal analysis will no longer 
be applicable to what he does. The full cost principle is com¬ 
patible with many kinds of entrepreneurial motivation, and is 
applied in all sorts of circumstances. My object has been simply 
to show how it is compatible with profit maximisation. The full 
cost principle docs not itself explain anything, but rather itself 
requires an explanation. It is not by itself a new theory of value, 
or of the firm. All it tells is how, at no very determinate output, 
costs are fully covered, bj^ no very determinate margin. This is 
of course not enough, and the commonest determinants to add 
to the picture are those of profit maximisation. 

And why is the full cost principle used ? Partly, as we have 
seen, because many of us are not interested in maximising profits, 
but none of us want to make a loss. The principle at least 
guards us against that. Partly because the doctrine of the just 
price lingers on. The diagram of the intra-marginal firm, with 
its m.c. well above a.c. and the difference representing abnormal 
profit, would seem the grossest profiteering to the ordinary 
business man. Partly because business men, despite their 
attachment to the ‘‘laws of supply and demand,” believe in a 
labour or cost theory of value. They view price as built up out 
of costs. And so within limits it is; if the price is at all under 
the control of the firm there is a range of tolerance within which 
the price can be altered to correspond to cost changes, without 
affecting the market. And this is particularly so if, as is so 
common, the cost change is shared by all competitors. So 
accustomed are entrepreneurs to making these small changes 
in price, to “ passing on higher costs to the consumer,” 
or to “ giving the consumer the benefit of lower costs,” 
that they believe in a vague way costs uniquely determine 
prices.^ 

But the most powerful reason of all is that the full cost 
principle utilises the data the run-of-the-mill accountant provides. 
The trading account and the profit and loss account give us, for 
legal and financial purposes, and so that we may determine our 

^ Of. J. M. Clark, Economics of Overhead CostSf ch. 11. I owe this section to 
Prof. Clark’s admirable chapter. It gives the complotest survey of the full cost 
controversy before that controversy ever became conscious. 

No. 239.— ^VOL. LX. 
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profits, the bill for this item and the cost of that, ex post. What 
more natural than to divide these accounts by the quantity of 
output 1 Does not this give us the “ cost ” of a unit of output ? 
Full cost = year’s accounts -f- year’s production. Accountants 
do not normally study variations in output, or what vxmld 
happen if: they record successive achievements. And this is 
not surprising, as their function is to determine legal profits and 
prevent peculation. Even cost accountants, the upstarts of 
the inter-war period, did little but more detailed analyses, 
embodying technical knowledge, on the same lines. Accounting 
is a conservative profession. Only since this war have account¬ 
ants really begun to bother with marginal cost, with ex ante 
analysis, with helping the entrepreneur to maximise his profits. 
For this purpose they themselves reject the full cost principle. 
It is to the curious rigidity of the accounting conventions of 
modem industry that we owe the survival into the twentieth 
century of the full cost principle. Not indeed that it could ever 
be altogether dispensed with, for alternative data w'ill always be 
lacking, but its hold on the business mind is too great for 
health. 

To repeat. We may speak of the divergence between the l.r. 
and s.r. costs of producing a certain output mth given capital 
equipment. And we may also compare the (l.r.) cost of producing 
a certain output after adapting the capital equipment with either 
or both of the above. The third and the second concept have been 
long well known as l.r. and s.r. costs. It is the first that is new. 
On the revenue side there is nothing new, as there is no distinction 
to be drawn between a p.a./t.a. couple and an s.r./l.r. couple. L.r. 
revenue, which is s.r. revenue discounted for the ultimate loss or 
risk of loss due to profiteering, etc., appears in both p.a. and t.a. 
equilibrium. It is the same curve, except that perhaps some 
decisions as to p.a. are based upon less long-run estimates of 
demand than decisions as to t.a. L.r. profits are always maxi¬ 
mised, both in investment decisions (t.a.) and in decisions as to 
the use of variable factors (p.a.). The s.r. data exist and are 
indeed those usually discovered in empirical research (hence the 
full-cost principle). But s.r. profits do not enter the picture under 
t.a.; under p.a. they do, and are not maximised. 

(e) I have said above (sec. 3c) that we must use the full cost 
principle to understand business data and decisions, but the 
marginal analysis to talk welfare economics; and that the former’s 
concepts are easily clothed in flesh and blood, while the latter’s 
are nearly non-operative. I would not have this misunderstood. 
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It would be merely metaphysical nonsense to say that “ empirical 
research establishes the full cost principle while a 'priori reasoning 
establishes the marginal analysis,” or that one is true ‘‘ practically ” 
while the other is true ‘‘ theoretically.” Theory is almost as 
closely concerned with facts as practice; and a priori reasoning 
cannot establish any truth of any kind without an empirical basis. 
The facts (chiefly the l.r. maximisation of profit) used by the 
orthodox marginal analysis are as true, and true in the same sense, 
as the facts of the full cost principle. To the deductive super¬ 
structure built upon the basic facts of the former could correspond 
an a priori system derived from the latter. It is merely an liistorical 
accident that the analytical method with all its faults and virtues 
has attached itself to the one set of facts, while the other set, 
wholly compatible with it, has had to be painfully discovered ” 
by empirical researcli (as if it were not obvious the whole time). 
Correctly stated, the two sets of facts and all deductions from 
them dovetail in perfect harmony and complementarily. 

The main lesson surely is that the orthodox marginal analysis 
must not be used for describing the processes of business thought, 
talking to entrepreneurs, accountants or trade unionists, or 
analysing statistical data. It is an esoteric language, suited to 
important but as yet esoteric discussions. There should, indeed, 
be two sorts of text-book, one about business and one about 
welfare, both incorporating theories of the firm couched in 
language suitable to them. The “ business ” text-book should 
begin with a discussion of the firm based on full cost. It 
should describe the extent to which costs really are in practice 
minimised,^ and break up the catch-all category profit maximisa¬ 
tion ^ into smaller and more useful concepts such as desire for a 
quiet life, entrepreneurial liquidity preference, s.r. maximisation, 
l.r. maximisation, idleness, conservatism, etc. It should then 
proceed to a descriptive macro-economics. The welfare ” text¬ 
book should include the present orthodox theory of the firm, 
and show how it is related to the facts and to the “ business ” 
text-book : it should not begin with macro-economics as at 
present, nor pretend to base itself on a generally agreed “ Prin¬ 
ciples of Economics.” For the “ jmnciples ” are Wii generally 
agreed. The marginalist “ principles ” which we all learn are 
merely the micro-economic section of welfare economics. For 
“ business ” purposes the whole of principles ” needs to be 

* For, of oourse, in practice they are not, and all sorts of wasteful practices are 
common among firms. 

* Of. sec. 3a, note 1. 
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recast in language and concepts suited to those purposes. But 
factual contradiction there is none. The same range of facts 
underlies both studies; some are emphasised in the one, some in 
the other. 

P. Wiles 

New College, 

Oxford. 



THE STERLING BALANCES OF THE STERLING AREA, 

1939-49 

I 

The sterling area has been variously defined. Here it is taken 
to be the present scheduled temtories plus Egypt, Sudan, Palestine 
and Transjordan. 

What may loosely bo called “ sterling balances ’’ have also 
been variously defined. Cmd. 6707, which starts the storj^ was 
concerned with the “ external liabilities of the United Kingdom/’ 
subdivided into “ net quick liabilities ” and “ overseas loans.” 
It defined the first as : “ Comprising banking liabilities less 

assets, and funds held in the United Kingdom as cover for overseas 
cuiTcncies, etc.”; it gave no definition of the second, but details 
can be extracted from the Finance Accounts. Its successor, 
Cmd. 7099, broadly followed the same definitions. The ntaiu 
difference is in the treatment of the gold and dollar reserves, a 
difference not relevant to the sterling area. For the over-lapping 
date of December 31, 1944, it amounts to £163 million. But 
another difference is the difference in the quick liabilities for the 
same date of £65 million, made up of £16 million changed from 
loans, an exclusion of some private holdings previously regarded 
as banking holdings and a revision of figures. The bearing on the 
sterling area cannot be })rccisely settled. 

Each paper gives, in a}q)arently the same form, a subdivision 
by : (i) Dominions, (ii) India, Burma and the Middle East, (iii) 
other sterling-area countries, (iv) North and South America, (v) 
Europe and dependencies and (vi) rest of the world. Cmd. 6707 
defines its Dominions as Australia, New Zealand, South Africa and 
Eire; Cmd. 7099 merely refers to an exclusion of Canada, but 
there is reason for thinking it includes Ceylon.^ No other defini¬ 
tions are given. No explanation is given for the various differ¬ 
ences by areas which can be seen for the one overlai)ping date, 
December 31, 1944. 

But the next paper, Cmd. 7793, concerned itself not with 

^ In Cmd. 7099 the Dominions ’* figure for December 31, 1944, is £48 million 
more than in Cmd. 6707, and the “ other sterling countries,” £78 million less. 
Cmd. 7099 was published in April 1947. The Government of Ceylon Act is 
December 1947, but the Treasury may have classified Ceylon as a Dominion after 
the Ceylon (Constitution) Order in Council of May 1946. See also below, Section 
IV. 
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“ external liabilities ” but only with “ sterling liabilities,” dropped 
aU references to loans as such, and gave particulars only for the 
sterling and non-sterling areas. It made various changes in 
definition, including a new joker in the pack, viz., “ certain 
liabilities of H.M. Government ” without further delimitation. 
The main definition is : “ Sterling liabilities comprise net liabilities 
of bankers in the United Kingdom to their overseas offices and 
other account holders, including funds held as cover for overseas 
currencies, and certain liabilities of H.M. Government expressed 
in sterling or sterling area currencies.” Cmd. 7793 excluded 
Egypt, Sudan, Israel and Jordan from its sterling area. 

Parliamentary answers sometimes add to knowledge, but 
usually they do not and often they merely make the darkness 
visible. We are obviously not intended to know too much. For 
convenience of reference, however, I assemble the main official 
material. «Thus: ^ 

Table I 
Official Material 


£ million 




Sterling area. 


Non-Sterling area. 



Date. 

Domini' 

ons. 

India, 

Burma, 

Middle 

Bast. 

Other 

storhng. 

Total 

sterling. 

North 

and 

South 

America. 

Europe 

and 

Depen¬ 

dencies. 

Best 

of 

World. 

Total 

non¬ 

sterling. 

Grand 

total. 

Ctnd. 6707 










31.12.39 

— 

— 

—. 





— 

550 

31.12.40 

__ 

— 

— 

■— 


— 

— 

—— 

735 

31.12.41 

139 

399 

318 

8.56 

240 

180 

23 

443 

1299 

31.12.42 

189 

695 

388 

1272 

256 

242 

48 

546 

1818 

31.12.43 

236 

1141 

473 

1850 

278 

281 

56 

615 

2465 

81.32.44 

342 

1637 

555 

2434 

280 

299 

60 

639 

3073 

Cmd. 7099 
31.12.44 

390 

1524 

477 

2391 

346 

378 

56 

780 

8171 

31.12.45 

481 

1929 

561 

2971 

519 

273 

62 

854 

3825 

31.12.46 

444 

1883 

593 

2920 

847 

356 

91 

1294 

4214 

Cmd. 7793 










31.12.45 

— 

— 

— 

2453 

— 

— 


1210 

3663 

31.12.46 

— 

— 

— 

2417 

— 

— 


1283 

3700 

80.6.47 

— 

— 

—■ 

— 

— 

— 

— 

— 

3680 

31.12.47 


— 

— 

2288 

— 

— 


1284 

3572 

30.6.48 


—• 

— 

2108 

— 

— 

— 

1144 

3552 

31.12.48 

— 

*— 

—- 

2322 

— 

— 

— 

1037 

3359 

30.6.49 


_ 


2224 




1009 

8288 


Nevertheless, if the receiving end does not give information, we 
can try the transmitting ends. From the publications of the 
central banks, currency boards and other authorities in the sterling 
area, we can build up series which are at least generally parallel 
with the official series when these give details! We must, however, 
follow the new definitions where they lead, and we cannot expect 

^ I have added June 30, 1947, from Hansard, 11.11.47 (col. 42), It does not 
give the usual division into sterling and non*Bterling areas. 
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the British definitions always to be matched elsewhere. But 
most of the story can be found.^ 

II 

On the whole the Dominions do not present much difficulty. 
Their sterling assets or balances must, it seems, have developed 
largely along the following lines : 

Table II 


Dominions 

£ mQlion 



Dec. 

1039. 

Dec. 

1940. 

Dec. 

1941. 

Dec. 

1942. 

Dec. 

1943. 

Dec. 

1944. 

June 

1945. 

Dec. 

1045 

Australia 

36 

69 

48 

02 

76 

146 

148 

132 

New Zealand . i 

13 

19 

20 

32 

33 

42 

62 

76 

South Africa 

9 

2 

2 

0 

14 

24 

26 

59 

Eire . 

75 

79 

97 

117 

1,38 

159 

170 

184 

Total . 

1.33 

169 

167 

211 

261 i 

371 

406 

450 

Cmd. 0707 . 

— 

— 

139 

189 

2.36 1 

342 

384 

— 


June 

Dee. i 

June 

Dec. 

,hmc 

Dec. 

June 

Dec. 


1946. 

1046. 

3947. 

1947. 

1948. 

1948. 

1949. 

1949 

Australia 

155 

165 

154 

132 

198 

260 1 

290 

326 

New Zealand 

77 

82 

83 

60 

70 

55 

70 

52 

South Africa 

31 1 


4 

49 

70 j 

32 

1 

(44)* 

Eire . 

187 1 

197 

191 

180 i 

168 

175 ! 

179 

185 

Total . 

450 

450 

432 

421 i 

512 

531 1 

540 

607 

S.A. Gold Loan 

— i 

i 

— 


80 

80 j 

30 

— 


* Kovembcr. 


My Australian figures represent, to June 1945, the gross 
sterling reserve and money at shoi't call in London ’’ of the 
Commonwealth Bank and, from December 1945, the gross ‘‘ gold 
and balances held abroad ” of the same Bank less, as a partial 
correction, the gross Australian dollar holdings in America as 
reported to the Federal Reserve Board. Until 1041, when the 
Bank took over the sterling funds of the trading banks, my figures 
may be too low as against British definitions; thereafter, they 
may be too high. In addition to gold and working balances, they 
include Treasury bills. Treasury deposit receipts and short-call 
loans, yielding i~|%, and recently some £30 million short-dated 
British Government securities, yielding 1^-2%. 

^ I am indebted to the Institute of Bankers for placing at my disposal their 
central bank reports and to Miss Shrigley and Mr. Spiro, their librarians, for 
much courteous assistance; to certain overseas banks for more recent informa¬ 
tion; and to the Crown Agents for help in collecting currency reports. Factual 
material in the text is drawn from these reports, or Year-books, iinless otherwise 
stated. All figures are in pounds sterling, except where indicat/ed, with conversions 
at ofUcial rates of exchange. 
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Australia’s balances increased by some flOO million over 
the war years, ended in a four-fold increase and have more than 
doubled since then. In the 1930s they were some £40-£65 million. 
For the throe years ended June 1940 Australia had adverse 
balances which she met from her funds and, early in the war when 
she was unable to meet all her overseas expenditure from her 
current resources, she arranged to borrow from Britain what was 
needed.^ Lend-lease eased the strain, and the British advances 
were repaid in 1944, The high level of reserves in 1940 were 
partly due to the recovery of war costs from other governments, 
to “ substantial ” payments for the Royal Navy based on Austral¬ 
ian ports and to low and slow delivery of imports. In 1947, 
though the non-recurrent items were tapering off, Australia made 
a gift of £20 million to Britain as a contribution to the war costs 
incurred by Britain in and around the Pacific.” ^ But in the 
same year the Bank thought it appropriate to sound a warning 
note about the meaning of sterling balances : although the reserves 
looked high, ‘‘ we have to face up to the question what our reserves 
really arc ”—a pertinent question indeed just before the collapse 
of sterling convertibility. By 1948 its note was graver. The new 
high level was partly due to an inflow of capital, British and 
American. Some was true investment money, but the rest was 
“ hot ” money and needed watching.® Moreover, Australia was 
not a net dollar earner. Hence, in the Bank’s opinion, Australia 

“ will face a difficult situation if the sterling area system 
should prove incapable, taken as a whole, of achieving a 
dollar balance by the time E.R.P. has terminated. The next 
few years will undoubtedly see changes in the sterling area. 
With foresight, they will be the changes of a developing 
organism.” 

But it did not pose or answer the question : what happens without 
sufficient foresight? By 1949 it was reporting that, despite 
capital controls, hot money had become substantial: ‘‘ perhaps 
£A100 million of temporary funds may disappear quickly.” 
This inflow, mostly British, inflated the reserves. Moreover, 
though better export prices had helped to raise the total legiti¬ 
mately, an unstable element in the record total was doubt about 
parities. With £A125 doubtfully equal to £100 and possibly to 

1 It turned out to be £12 million, probably at 3%. I believe this advance 
plus the New Zealand advances (see below) accoimt for much of the difference 
between my Table II and Cmd. 67<I7, the latter totals being net. 

^ A second gift, £8 million, was made in 1949. 

* The Australian view. The British was different: the capital movement 
was known and catised no anxiety {Hansard, 22.4.48, col. 160), 
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be brought to parity, Australian debtors and buyers deferred 
payments while their overseas counterparts rushed in funds to 
pay in advance. The sterling balances soared, and still 
soar.^ 

As the above indicates, Australia was unable during the war 
effectively to accumulate sufficient funds with which to redeem 
sterling debt on any scale, although she converted some with 
British help. The debt has fallen somewhat sinc^e the war. Thus, 
in £ million at June 30 each year : ^ 


1939. 

1940. 

1941. 

1912. 

1943. 

1944. 

1945. 

1 1946. 

1947. 

1 

1948. 

1949. 

407 

467 

478 

475 

473 

455 

443 

408 j 

403 

398 

1 388 


New Zealand’s story is simpler. My figures are the Reserve 
Bank’s sterling exchange less overseas liabilities ])lus trading 
banks’ net assets ov^ersoas in respect of New Zealand business 
lesSy in this case, the not dollar assets reported to the Federrd 
Reserve Board. Subject to the treatment of British advances, 
this seems close to British definitions. 

Before the war New Zealand was in exchange difficulties and 
held little sterling. Early in the war she, like Australia, arranged 
to bon’ow from Britain whatever was needed in exchange, the 
advances to bo repaid by 1965 or earlier “if sterling funds per¬ 
mitted.” Partly paid off before, the full rei^ajment was made in 
1946.® Mostly as a consequence, her sterling balances rose 
slowly until 1945, but thereafter they fluctuate about a level 
some four or five times the pre-war figures. In 1947 she made 
Britain a gift of £10 million in warm recognition of Britain’s v-ar 
and post-war efforts. In x\ugust 1948 when her position was 
impro\dng (and with a capital inflow), she suddenly appreciated 
her pound from £NZ124 £100 to parity and gave speculation 

no change to impinge on her sterling balances. 

There were a few war-time conversions of her long-term 


^ See Economist^ 4.2.50, p. 282, for current rumours of re\'aluation and inflow 
of sterling. 

® Figures kindly supplied by the Commonwealth Bank. They differ in some 
particulars from those in the Official Yearbook. 

* British sources are not helpful, but see {e.g.) Hansard, 14.11.44 (col. 1805) 
when £18 million was outstfmding. For Now Zealand budget statements, see 
Keeaing’s Contemporary Archives, pp. 4835, 5296, 6114 and 7733. The advances 
were made out of the war-time Votes of Credits. Some interest payments can 
be traced in the Finance Accounts, and there are references in the Reports of 
the Committee on Public Accounts, Borrowing and repayment criss-cross, and 
I cannot estimate the amounts outstanding at December and June. 
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sterling debt, with British help, and some post-war redemptions. 
Thus, in £ million, at March 31 each year : ^ 


1940. 

1941. 

1942. 

1943. 

1944. 

1945. 

1946. 

1947. 

1948. 

1949. 

158 

158 

154 

158 

159 

159 

121 

95 

83 

80 


South Africa’s story, on the other hand, reflects her more 
complicated history. For, at once a gold-producing country and 
a country deeply divided on the question of the British connection,* 
she has always tended to be more on a gold standard than on a 
sterling one. Whatever the reasons, she held and holds little 
sterling permanently. All this is reflected in the figures : they 
are the Reserve.Bank’s gross bills, call money and cash balances 
with foreign ” central banks Ic^s, by way of partial correction, 
the gross South African dollar assets reported to the Federal 
Reserve Board. 

In general, South Africa took out her improving position not 
by accumulating British promises to pay but by stacking up solid 
gold in her own vaults, by repatriating public and municipal debt 
and industrial shares and bj^ maintaining imports wherever pos¬ 
sible. Her sterling balances fii'st reached double figures in 1943 
when most of the debt had been redeemed, when imports and 
shipping were specially short and when there were special British 
purchases of gold for sale to India and the Middle East as a 
method of combating the war-time inflations raging there.^ 

The gold holdings, in million of fine ounces, developed as 
follows for December each year (November in 1949) : 


1939. 






1945. j 

1940. 



1649. 

70 

10-2 

10-6 



23-1 

26 1 

26 8 

21*8 

62 

34 


As with India, the public debt was redeemed as a matter of 
policy, and much the same was true of municipal loans. There 
was much exhortation to bring homo industrial shares of all sorts, 
and, as an incentive, an extra discriminatory income tax was 

^ From the Yearbook to 1946, later figures kindly supplied by the Reserve 
Bank. 

* South Africa declared war by eighty votes to sixty-seven, and there wore 
two later attempts, with much the same voting, to take her out of it. 

* Bought at official monetary prices, but sold as merchandise at market 
prices, the shipments could be regarded as i^rofit-making deals or e» port of war 
costs. At first South Africa claimed a share in the “ profits,” but later aooepted 
the view that the deals were war costs. See Economic, 8.4.44 and 22.4,44, pp. 
478 and 642. 
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imposed in 1943 on dividends paid to non-residents. The external 
public debt fell as follows, in £ million at March 31: 


1040 . 

1941 . 1 

1942 . 

106 

08 





Other repatriation is not so easily documented, but the Bank for 
International Settlements suggests it was £50 million by 1943 
before the added incentive mentioned above.^ 

Imports were kept relatively high when possible. The cotton 
purchases in South America in 1943-44 are an example. 
Generally, by reason of her special position in the Dominions and 
of her gold production, South Africa was not particularly subject 
to any restrictions directly associated with the sterling dollar pool. 

After sterling’s collapse in 1947, South Africa in part took 
herself out of the sterling area. She made, government to govern¬ 
ment, a gold loan of £80 million to Britain. An inflow of capital, 
seeking safety, had begun late in 1946, and was in fufl spate in 
1947—a net inflow of some £120 million, mainly British and in the 
second half of 1947.'^ This is the main cause of the abnormally 
high sterling balances ruling late in 1947 and early in 1948. A 
spending spree and speculation developed in due course. By 
mid-1948 the crisis broke. Gold and foreign exchange valued at 
some £250 million at the end of 1947 fell to some £160 million 


(including the gold loan) a year later and then to some £50 million 
late in 1949. The gold loan was fully repaid by September. The 
general situation is only slowly righting itself. 

In a fairly deep sense, however, there never has been a sterling- 
balance problem in South Africa. The holdings have never really 
been big enough. 

Eire—^a neutral Dominion during the war and now a Republic— 
almost naturally presents difiiculties, even statistical, in any British 
context. There are fairly full banking figures, that is, “ an average 
of figures for a selected date in each of the three months of the 
quarter ” and of British Government securities in the legal tender 
fund “ for the monthly average of Saturdays.” 

The banking figures are awkward to interpret, especially in 
the perennial puzzle : how short must a short-term asset be to 
constitute a sterling balance as distinct from a long-term sterling 


^ Soe 13th Report (1943), p. 151. There are frequent references in the 
Ec(mQmiat to KaBir buying and to repatriation in general, c,g,i 3.1.42 (p. 14) and 
8.1.44 (p. 50). 

• According to the Chancellor it was “ considerable,'* but as he defined 
** considerable as “ worthy of consideration," I give the Reserve Bank’s 
estimate. See Hansard, 10.2.48 (col. 215). 
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investment ? Banks in Eire have the Closest connections— 
indeed, almost inseparable connections—with Britain and North¬ 
ern Ireland. They hold massive investments in British Govern¬ 
ment securities: ^ they keep their cash reserves in London and 
have funds in Northern Ireland. What, out of all this inter¬ 
mingling of funds in place and kind, long and short, citizen and 
denizen, are the appropriate items to be called “ sterling 
balances ” ? What do the official British figures include ? The 
Irish dating, too, is not precise. 

I assemble the material, with details of the main headings but 
with full totals, preparatory to evading a personal solution of the 
Irish problem. Moreover, it would almost seem that Cmd. 6707, 
hurriedly put together for Washington, did much the same and 
merely took the net Irish assets as below and called them British 
liabilities, even quick liabilities.” For the banks I give the 
June or December quarterly averages, and for the notes the 
Saturday averages of June or December, in £ million. Thus ; 


Table III 

Eire^ External Assets and lAdbilities 



Doc. 

1939. 

Dec. 

1940. 

Dec. 

1941. 


Dec. 

1943. 

Dec. 

1944. 

June 

1945. 


Gosh, call money 

21 

27 

35 

43 

49 

57 

61 

63 

Loans, bills, advances 

82 

80 

28 

26 

26 

24 

25 

25 

Qoverument securities 

64 

68 

91 

107 

126 

141 

151 

160 

All external assets . 

122 

130 

158 

180 

206 

227 

241 

253 

Notes in N, Ireland, etc. . 

4 

7 

10 

12 

13 

13 

12 

13 

Deposits in N. Ireland, etc. 
AU external liabilities 

43 

46 

56 

61 

68 

74 

78 

81 

56 

62 

75 

83 

92 

96 

100 

104 

Banks' not external assets 

66 

68 

83 

97 

114 

131 

141 

140 

Legal tender cover . 

9 

11 

14 

20 

24 

28 

29 

85 

Net total external assets . 

75 

79 

97 

117 

138 

159 

170 

184 


June 

Doc. 

J uno 

Dec. 

June 

Dec. 

June 

Dec. 


1046. 

1946. 

1947. 

1947. 

1948. 

1948. 

1049. 

1040. 

Cash, call money 

58 

64 

59 

59 

51 

60 

56 

61 

Loans, bills, advances 

28 

29 

31 

34 

36 

36 

37 

38 

Government securities 

170 

179 

<177 

165 

158 

159 

163 

161 

All external assets . 

260 

276 

272 

262 

251 

260 

261 

266 

Notes in N. Ireland, etc. . 

13 

12 

12 

11 

0 

0 

9 

0 

Deposits in N. Ireland, etc. 
external liabilities 

84 

92 

95 

100 

101 

106 

105 

1 107 

107 

116 

118 

122 

122 

127 

126 

! 128 

Banks’ net external assets 

153 

160 

154 

140 

1 129 

133 

185 

186 

Legal tender cover . 

Net total external assets . 

34 

37 

37 

40 

39 

42 

44 

47 

187 

197 

191 

180 

168 

175 

179 

186 


This is a real Donnybrook Fair of figures, inviting all comers. 
There are camp followers too : the British notes and coins cir¬ 
culating, quite cheerfully and acceptably, in Eire; Irish holdings 

^ They seem to have no other appropriate outlet in their own judgment. 
Recently, the Irish Government has expressed quite a different opinion, and it 
may in the future control or direct.the bank investments along nationalistic lines 
and cause them to sell British sectiritles and bring the value home. Sec Economist, 
17.12.49, p. 1360, and Hanao/rd, 13.12.49, col, 2521. Note too the critical tone 
of the Irish memorandum to O.E.E.C. (Interim Report on European Recovery 
Programme, 1948, Vol. II, p, 504). 
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in the'British Post Office; assurance funds; })erhaps the ancient 
eighteenth-century debt to the Bank of Ireland; and so on. 
Again, is it right to suggest, sotto voce, an analogy as above with the 
colonial currency boards in the treatment of Irish notes ? The 
securities are held in Dubhn, not London. 

However all this may be, these assets can be liquidated at the 
order of another government and, so long as Irish funds are not 
blocked and non-dollar goods are available, their value could be 
transferred home. They are sterling liabilities, even if not ‘‘ ster¬ 
ling balances.” 

There was no redemption of external debts, for of these, as of 
snakes, Ireland has none. Equally, the Federal Reserve Board 
reports no separate Irish dollar holdings; even if Eire had any, 
they would be small. 

Ill 

The next great area is officially given as ‘‘ India, Burma and 
the Middle East,” without further definition. Foitunately, the 
story of India’s massive accumulations is well documented by 
the Reserve Bank.^ The w^ar-time developments in Egj-pt and 
in Palestine can be determined at least as to magnitudes, and the 
post-war Egyptian movements can be traced in detail. Burma 
from late 1941 and Iraq and the Trucial Sheikhdoms remain 
obscure all the w^ay : they are blanks which must be filled in by 
differences and conjectures if at all.^ Then, as a general con¬ 
spectus with some rounding off and subject to explanations below^ 
as follows in £ million : 

Table IV 

India, Burma and Middle East 



Dec. 

1939. 

Dec. 

1940. 

Dec. 

1941. 

Dec. 

1942. 

Dec. 

1943. 

Dec. 

1944. 

June 

1045. 

Dec. 

1945. 

Dec. 

1940. 

India: 

Cash and securities . 

85 

142 

217 

360 

637 

030 

1062 

1242 

1205 

Annuitieii, etc. 

— 

— 

— 

30 

27 

25 

24 

22 

20 

: : : : 

45 

80 

125 

180 

280 

350 

380 

404 

395 

20 

25 

30 

65 

80 

05 

105 

115 

120 

Above total, rounded 

150 

*245 

370 

625 

1025 

1400 

1570 

1785 

1740 

Burma, Iraq, etc., and dis- 
creiiancies . 

10 

10 

30 

70 

115 

135 

ICO 

145 

145 

Cind, 6707, rounded 

— 


400 

695 

1140 

1535 

1730 

— 

— 

Cmd. 7099, rounded 


— 




1525 

— 

1930 ; 

1885 


^ For tho present purposes I us© the term “ India ” generally to cover the 
Republic of India and the Dominion of Pakistan. In the monetary sphere the 
full division was made on July 1, 1948. There is some criss-t rossing in the 
at'coimts, and my Rgures for 1949 may contain a little duplication, 

* In the geographical Middle Kaat, Iran and Arabia are non-sterling; I treat 
Syria and Lebanon as European dependencies in the franc area and Cyprus and 
Aden as “ other sterling coimtrios. The Sheiklidoms (Kuwait, Bahrein, Oman) 
are probably in the official Middle East, as here. 
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The bulk of this debt was British-held, though we cannot legiti¬ 
mately say inore.^ The sterling debt of the Central Government, 
which was some £350 million in 1939, was negligible ten years 
later. 

But the main flood went into an inflation of the rupee note 
issue as a counteri)art to the sterling balances.^ Thus, for India 
and Pakistan, in £ million on June 30 each year: 


! 1040. 1941. 1942. 1943. 1044. 1045. 1940. 1947. 1948. 1049. 



The still further growth of the balances was checked in 1943- 
44 by the sale of South African gold (see above). India’s share 
was ‘‘ fifty odd crore,” say £40 million. Again, in 1944 India 
was credited with some of her own dollar surplus. But recently 
some £17()J million has been funded as the capital sum under the 
Pension Annuities Scheme, with annual discharges tapeu'ing off 
from some £8 million a year now to a final'liability of just £163 
for an annuitant in A.n. 2007-2008.^ With the railway annuities 
of 1942, some £30 million then, these long-term items do not, so 
to speak, overhang the market, and they should be showui separ¬ 
ately at all times. Unlike the long-term Irish holdings they are 
not subject to liquidation at tlie order of another govern¬ 
ment. 

Finally, it may be mentioned that India’s traditionally favour¬ 
able dollar balance weakened in 1947-48.^ And in the world 
food shortage, when she feared a repetition of the Bengal famine 
(there had been a death roll of 1,500,000 in 1942-43), India drew 
on her balances. Pending the first settlement in 1947 she im¬ 
posed control on capital outflows to Britain and the sterling area, 

^ The redemptions wore mostly done by vesting in Britain and in India. For 
a good descrii>tion, see Economist, 30,10.43, p. 502. 

* E,g,, Economist, 2.10.43, p. 468 ; “ Inflationary finance of the crudest 
character—that is, the issue of additional currency—^has been the counterpart of 
India’s real contribution to tho war in terms of goods delivered and services 
rendered,” the growth of sterling l.O.U.s providing an almost perfect parallel to 
the rise in the rupee issues, “ tho country is in facit bearing the whole of the real 
burden represented by combined Indian and British Government defence 
expenditure.” But taxation and/or loans were in fact out of the question in the 
then state of Indian opinion and administration. 

* For details, see Cmds. 7472 and 7479 of 1948. 

* India’s net earnings of hard currencies during 1939-46 were £85 million 
and wore surrendered to the Empire pooh It may be noted that India and the 
United States broke about even over lenddease. 
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and subsequently she intensified them for the second settlement 
in 1948 to check repatriation of British capital from India.^ 

Indian sources display increasing restiveness about the balances. 
They were effectively blocked during the war when imports and 
shipping were not available and they could not be recouped in 
goods and services. They were formally blocked in 1947 into a 
No. 1 Account, which carries current earnings, and a No. 2 Account 
which is frozen. Transfers, somewhat misleadingly called ‘‘re¬ 
leases,” have taken place from No. 2 to No. 1. They then become 
vspendable, but whether they are actually spent depends on the 
availability of goods of the right kind and price to spend them on. 
Other transfers are offsets, such as the Pension Schemes and mili¬ 
tary stores. Here, as elsewhere, movements in balances cannot 
be legitimately inter]3reted without a full balance-of paymeiits 
statement which in fact is not yet forthcoming from either side, 
though begun in India. 

The assets of the Reserve Bank included the cover for the 
Burmese notes. In June 1942, following the Ja])anese invasion, 
the Government of India took over both liabilities and assets and 
tJie Bank’s sterling balances fell, possibly by £20 million. Now 
held for Burma, they would increase with the issue of military 
notes on re-occupation and, in turn, would revert to the Burmese 
Currency Board on Burma’s indejx^ndenco in 1947. But particulars 
seem missing. The acth^e note circulation in 1948 was some £30 
million ; bank deposits, some £16 million; and “ balances held 
abroad ” of the Central (Union) Bank, some £9 million.^ Perhax^s, 
as a guess, some £30 million of the residual item in Table IV above 
is Burmese. But though nothing is blocked, Burma is short of 
sterling, as Colombo has demonstrated.® 

The Indian situation was in many ways reproduced in Egypt. 
The rise in holdings was largely due to British and American 
military expenditure, which, as elsewhere, was not offset by 
countervailing imports and services during the war. In mid-1947 

^ Tho statement that storlirtg can move freely within the sterling area is 
increasingly out of date as this shows. Cf. Australia, Ceylon, South Africa. 
With non-convertibility tho area is showing signs of strain and heterogeneity. 
India had entertained great hopes of convertibility under Bretton Woods and 
the American Loan Agreement, hoj^es which were dashed. But thoro is still co¬ 
operation on points. For example, India refers all would-be t ransfers from India 
to Egypt to the Bank of England for decision. 

• From the 1948 Bank Report. Not more than some £7J million of tho note 
cover can be Burmese, so possibly £20 million is sterling. The Bonk’s own £9 
million is likely to be sterling. 

® On general Anglo-Burmese financial arrangoraonts, see Hansard, 22.5.47, 
col. 276 and, more recently, 22,3.60, col. 1956. At times we have financed the 
rice crop and supplied dollars. 
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the balances were formally blocked and Eg^t and Sudan excluded 
from the sterling area. Figures were disclosed by Dr. Dalton in 
his abortive campaign for “ scaling down ” in 1947, viz., £404 
million at the end of 1945 and £395 million at the end of 1946. 
Now the foreign holdings of the National Bank of Egypt, which are 
almost wholly sterling, are known all the way, and at each of these 
dates they were four-fifths of the official totals. On this basis I 
derive my figures backwards for Table IV. Since the acrimonious 

settlement ” of mid-1947 and the setting up of the usual No. 1 
and No. 2 Accounts, the National Bank publishes the state of the 
two accounts as quoted in the table. Some £360 million two 
years ago, the Eg 3 q)tian holdings are now £320 million, which 
represents no great repayment of debt.^ 

It may be noted that Egypt arranged to redeem her long-term 
external debt with the rise in the balances by 1942, the British 
share being some £15 million. Her dollar holdings seem to have 
doubled since she left the sterling area.^ 

The sterling balances or assets of Palestine and Transjordan 
are known or deducible for 1945-47, naipaely, about £115, £120 
and £100 million respectively.^ For each of the quiet years 
1945-46, they were about double the London cash and securities 
of the Palestine Currency Board backing ’’ the notes, which 
figures are available all the way. On this basis I derive my figures 
backwards for Table IV. Recent Israeli statistics are very 
difficult to understand, and no doubt there will be many counter 
items and liabilities to be argued out before a net figure is agreed, 
as already indicated in Cmd. 7715. 

Thus, of the £100 million sterling assets of Palestine post-war, 
some £60 million was in the currency account. Such cover is 
normally a long-term item, especially where the hard core of 
currency is concerned; most of it is not really relevant to ** ster¬ 
ling balances” in any liquid sense. After all, an eighteenth- 

^ On the whole subject and for Egyptian views, often sharp, see the National 
Bank's Economic Bulletins, especially July 1948. For other estimates of war¬ 
time balances, see Bank for International Settlements, 14th Report (1944), p, 141. 
A local expert has privately given me his estimates of “ spot assets ** for banks 
1944—46 as some £350, £389 and £376 million respectively. His deOnitions, 
however, are narrower than the official ones in Cmd. 7163 on Egypt. Another 
£10 million or so might well be in private accounts and so on. 

* As given by the Federal Reserve Board. For some remarks, of doubtful 
taste, see Economist^ 18.2.60, p. 394, and an answer in 11.8.60, p. 529. 

* 1 obtain the £115 million differencing between the sterling area of Cmd. 
7099 and of Cmd. 7793. The £120 million is from Cmd. 7167 (The Colonial 
Empire), p, 106—differencing woiUd give £108 million. I infer the £100 million 
from Hansard, 27.5.48, col. 366. For other estimates, see Economist, 30.12.44, 
p. 870. 
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century debt still ‘‘ backs ” some of our own notes. But where 
a country is, or becomes, self-governing, much or all of its notes 
can be backed by local securities quite as well as by foreign ones. 
The thing to do then is to “ cash the foreign securities and 
replace them by local ones. This process has begun in Palestine, 
where Israeli securities are replacing British ones; the issues of 
the Currency Board are falling, and with them, its British securi¬ 
ties.^ Other current examples are Iraq and, faintly, Southern 
Rhodesia. India and Egypt could be examples on the grand 
scale, followed by Eire. Under non-convertibility the Sterling 
Exchange Standard is not sacrosanct. 

There remains Iraq, the last main identifiable area of “ the 
Middle East.” She presents many difficulties. For example, 
the Irak Petroleum Company and its subsidiaries form almost a 
“ foreign-exchange entity ” in themselves and, as oil, not much 
disclosed in Iraqi or British sources. To what extent are they 
deemed within the definition ‘‘ other overseas account holders ? ” 
The Iraqi sterling assets were blocked in 1947 under a very com¬ 
plicated agreement. These assets wore limited to ownersliip by 
the banks, the Currency Board and the Government. But 
private accounts ‘‘ held by residents of Iraq” were not blocked, 
at least so long as they were not requisitioned by the Iraqi 
Government.^ 

The banlcs cannot have held much. Total deposits in Iraq 
were under £10 million before the war, doubled during it and are 
now some £16 million. The Currency Board sterling assets are 
known; thus, for March 31 each year (June 30 in 1949) in £ 
million : 




1041. 

1042. 

1943. 

1944. 

1945. ! 

1046. 

1947. 

1948. 

1049. 

Cash and securities . 

61 j 

7 

13 

27 

40 ! 

44 

45 

44 

39 

34 


Even at the peak, the Board and the banks can hardly have held 


^ See the Board’s Koports. For example, in year ended March 31, 1949, 
some £9 million of notes M"as*issued in London for cash there, and some £37 
million redeemed in cash there. The corresponding totals for the previous nine 
years were £07 million and £20 million. The Board’s British securities were £40 
million in March 1948, but only £21 million in Morch 1949. Palestine’s sterling 
balances might then have been some £30 odd million. 

» See Cmd. 7201 of 1947, modified by Cmds. 7269 and 7490. For an account 
of the intricacies of the oil companies, see I.M.F.’8 Balance of Payments Yearbook^ 
1949, pp. 225-30. It may be noted that Miss D. Warriner, a high authority on 
the Middle East, says: “ Egypt and the Sudan have between them a sterling 
balance of £470 million, Iraq of £100 million and Palestine of £150 million ” 
{Land and Poverty in the Middle East (1948), p. 136). But she gives no definitions 
or sources. 
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more than £50 million. Yet the independent items in Table IV 
all seem justified in general magnitude, and still they leave a 
final residual for 1943-46, omitting £30 million for Burma, of 
£100 million or more. Some of this will be the private accounts, 
unknown in ownersliip and amount, including the petroleum 
companies. But part of the final residual may faU to the Iraqi 
Government itself. If the true holdings of Iraq had been only 
some £50 million, and mostly for currency backing, Iraq would 
surely not have been so emphatically included in the scaling-down 
campaign of mid-1947. 

If, as is likely, the Trucial Sheikhdoms are officially included 
in “ the Middle East,” they might have more sterling than their 
odd name suggests, and so would account for some of the residual. 
They have oil. 


IV 

The final subdivision of the sterling area is : “ Other sterling- 
area countries.” It should include Iceland, Southern llhodesia, 
the Colonies and protectorates outside the Middle East and, 
possibly, the Channel Islands. The latter, blocked in the war, 
may like Eire be bigger holders than their size suggests. I 
collect a few official figures to illustrate the official jumbling, 
and I separate Iceland on the basis of I.M.F. data in their Inter¬ 
national Financial Statistics.^ Thus, in £ million : 



Dec. 

Dec. 

! 

Dec. ! 

Dec. 

Dec. 

Dec, 

Dec. 

Dec. 


1941. 

1942. 

1943. 

1944. { 

1945. 

1946. 

1947. 

1948. 

Ciiid. 6707 

318 

388 

473 

555 

_ 

_ 

_ 

_ 

Cmd. 7099 

—. 

— 

— 

477 

561 

593 

— 

—. 

Iceland .... 

7 

12 

16 

2U 

17 

8 

2 

3 

hritish “ other sterling " 
Crown Colonies ex. Palestine 

311 

376 

457 

535 

544 

585 

— 

— 

and Ceylon . 

““ 



i 

530 

507 

600 

610 


Cmd. 6707 is deemed here to include Ceylon in tliis group as 
a colony, and Cmd. 7099 to exclude her as a Dominion. The 
difference above would suggest £78 million for her in 1944. But 
the difference between the Dominion figures in Table I above, also 
official, gives £48 million then, a figure given independently by 
Ceylon herself. There seems to have been a downward Treasury 
revision of some £30 million for this area between the two pajjers, 
but no explanation is given.* Despite their similar definitions, 

^ The Fund’s Icelandic figure for 1 94:5 so far published contains an error. I 
believe my own figure to be substantially correct, but there are difficulties in 
interpretation. 

• It is tempting to associate the fall of £78 million here with the rite of £78 
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Cmde. 6707 and 7099 are not completely consistent docu¬ 
ments. 

Ceylon has recently published her own story in extenso,^ It 
discloses a history of favourable trade balances, adverse terms of 
trade and inflation via the sterling-rupee link. I summarise the 
relevant detail below. The rapid droj) in her balances in the 
world food shortage of 1947-48 is no doubt sufficient reason for 
the financial agreement and blocking of balances in April 1948.- 
8he extended exchange control to the sterling area in June 1948 
and, with American advice, is setting up her own Central Bank with 
an independent dollar reserve from her own net dollar earnings. 

A late parliamentary answer ^ in 1949 disclosed the colonial 
balances, exclusive of Ceylon and Palestine, as £530 million at 
the end of 1945. Less my estimate for Iceland, Cmd. 7099 gives 
some £545 million for the residual British territories. We may 
plausibly assign the difference of some £15 million to Southern 
Rhodesia, which, thoiigh not a Crown Colony, is “ other British.” 
If so, her sterling balances would be some 24 times the United 
Kingdom assets ^ disclosed bj' the Southern Rhodesia Currency 
Board, which, however, also covers Northern Rhodesia and 
Nyasaland. These figures are available all the way. If such a 
multiplier is thought \o\\\ it must be remcnnbered that Rhodesia 
has close links wdth South Africa, and some of her funds may be 
tliere. On this limited basis of one year ^ I hazard guesses for 


ixiillion for Kuropo, und to say it i.s due to llio shift of Eiin>poun di jxjndenries 
following the legal ehanges in the sterling area in 1044. But this ignores the date 
of Crnd. 0707 and the difforent treatment of rcKorvos between it and ('ind. 7009. 

* In November 1949 : Report of the CmUroUcr of Exchange, 1948, pp. 1-33. 
1 am indebtf3d to the Hoserv^e Bank offico for a copy. It is full of current and 
historical detail, including the case of “ sterling companies ” domiciled in London 
(cf. Iraq above). It is written with the independence of a Dominion. lC,g,, the 
sterling balances “ are the product of sacriiu;e on the part of the peojile of Ceylon ” 
(p. 7); “the aim of the Control in its extended form was to conserve the exchange 
resources of Ceylon—a purpose distinct from the objective of the original control, 
W'hich was to conserve the exchange resources of the sterling area as a whole “ 
(p. 14) under “ instructions received from the Secretary of State for the Colonies “ 
(]). 11). The setting up of an independent reserve has alarmed 1-hc Economist 
(13.8.49, p. 368), and it does indicate the creaking of the whole area. But 
Dominions are Dominions, with the same alloy of self interest as London itself, 

* See Cinds. 7422 and 7766. The wording on p. 3 is odd, 

* Hansard, 26.5.49, col. 1265. 

* On its inauguration in 1940 the Board took over some South African and 
Khodesian assets, all rather small. But by an Act in 1947 the Board must, if 
called upon, invest up to 20% of its assets in the local registered stock of its three 
Governments, and this process has begun. 

® It will be seen that for 1946 the Colonial Offico figure for the Cro\^m Colonies 
(Cmd. 7167 less Ceylon) is higher than the Treasury figure (Cmd. 7099) for a 
wider area. 
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1941-48. Her loan of £3 million was repaid by 1948; details can 
be had in the Finance Accounts. 

The sterling balances and assets of the Crown Colonies have 
been officially defined, with apparently only verbal variants, 


‘‘ Currency Board funds which provide the sterling reserves 
for local currencies. Colonial Government funds held with 
the Crown Agents for the Colonies, loans to His Majesty's 
Government in the United Kingdom expressed in sterling or 
sterling area currencies, and sterling funds held in London by 
banks operating in Colonial territories." ^ 


The currency funds ^ are, to a minor extent, cash in London’ 
and, for the rest, medium-dated sterling securities of various 
kinds, all marketable in London and frequently reshuffled to 
maintain and often to increase their capital value. But as argued 
earlier, such cover is in the main j)ermanent, and unless there is 
drastic deflation in the Colonies—for which history gives no 
support ^—^these securities are fixtures and do not overhang the 
market as balances. Much detail can be seen in the various 
Board Reports, and convenient totals are given in the Colonial 
Office List. 

Funds held by or through the Crown Agents would be the Joint 
Colonial Fund, working balances, temporary investment of 
revenue surpluses, the invested funds of pension schemes, savings 
banks and other provident devices and so on, and possibly the 
funds or investments of Colona) Marketing Boards. The wide 
range of possibilities can be sampled in Colonial Finance Accounts, 
in the balance sheets given in current Colonial Reports and the 
summaries in the Colonial Office List. 

^ See Crnd. 7715 {The Colonial Territories^ 1949), p. 78. The main origin is 
thus ofiicially described : “ The growth of the currency circulation and of bank 
balonces may be attributed partly to military expenditure in the Colonies and 
partly to a relative increase in exports of Colonial produce as compared with 
imports, due to war-time conditions of short supply and to the co-operation of 
Colonial Governments in following a strict policy of import licensing ** (Cmd. 
7167, p. 106). Cf. Ceylon above. 

* For an authoritative account of the Currency Boards, see Sir Gerard 
Clauson’s article in Economic Joujinal, 1944, pp. 1—25. It may be noted that 
tho East African Board is now solvent and that West Africa has now power to 
invest in local securities. 

® Not even West Africa, tli^* most likely cose. The greatest net redux so 
far was £5 million in 1920-21, and the next greatest £4{ million in 1938-39. But 
there may well be a revulsion from the gigantic issue of £20 million in 1948-49, 
which easily dwarfs the next highest, £9 million in 1919-20. Cf, Mconomiet, 
31.12.49, p. 1492. 



1950] STBKUNG BALANCES OF STERLING AREA, 1939-49 649 


Loans to Britain were as follows in £ million at December 
31 



' 1940. 

1041. 

1042. 

1043. 

1044. 

1045. 

1046. 

1047. 

1048. 

1040. 

West Africa 

05 

08 

1-3 

1-6 

16 

1-7 

1-7 

1-7 

1-6 

1*5 

East Africa 

0*2 

25 

5-7 

10 0 

12 5 

16-3 

18 1 

150 

130 

10*0 

Malaya 

— 

2-3 

23 

2*3 

2-3 

23 

00 

00 

00 

00 

Ceylon 


2 8 

4 3 

4 4 

6-8 

76 

7-6 

7*4 

5*1 

50 

West Indies 

08 

21 

29 

4 7 

5 0 

5 2 

2*7 

26 

25 

1*8 

Others 

0 2 

00 

16 

3-7 

70 

8 1 

8-4 

45 

40 

82 

Total . 

17 

IM 

181 

26‘6 

34 2 

40 2 

38-5 

312 

261 

22-4 


It will be seen they are all being repaid. 

My main impression of official colonial funds is one of per¬ 
manence, of assets rather than balances. Lent mostly to us, 
they are a heavy counterweight to the Colonial Development 
Acts. 

We have official figures, including banking funds, for groups 
of colonies for 1945 from Hansard, as above, and for 1946-48 in 
Cmds. 7167, 7433 and 7715. Something more can at least con- 
jecturally be devised in the absence of direct information. 

Parts of the West and East African stories can bo found in 
their Currency Reports. For the four years 1945-48 the ratios 
between the December sterling balances of West Africa and the 
June currency assets are 3, 3, 2*7 and 2-8; and the ratios between 
the East African balances and the local cun’cncy circulation ^ are 
5*5, 4*8, 5*1 and 5-2. Accordingly I have used multipliers of 3 
and 5 respectively to calculate their sterling balances back to 
1941. Malaya’s balances of £115 million in 1945 can reasonably 
be antedated ^ as some £100 million to 1941 and so maintained to 
her liberation. Hong Kong eludes even Imperial authority, and 
to grapple further would require impossible mental ju-jutsu. 

^ Basod on information kindly supplied by the Colonial Office with own 
additions for Ceylon 1948-49. The Finance Accounts are patchy. To obtain the 
1945 figure of £48,846,000 “raised in the Colonics and re-lent to TT.M. Govern¬ 
ment (Cmd. 7167, p. 105), I am advised to add “ £1*1 million repaid to Trinidad 
and the loan from Malta amounting approximately to £7-7 million.” But this 
£7*7 million was merely the imspent balance of our gift of £10 million to Malta 
in 1942. For a protest about the handling of the grant, see Mona's Accounts and 
Finances, 1946-47, para. 21. It may be noted that Malta is replacing British 
notes by local ones. 

* The East African Currency Board supplied the military notes for Ethiopia 
and Occupied Italian territories; hence, its assets are mixed, and comparison 
must be made on its notes and coin in East African circulation only. When 
Ethiopia in 1946 abolished the fair Maria Theresa dollar, she also withdrew the 
East African notes, ret\imed thorn for redemption end now owns them as balances. 

* See, for example, Economist, 25.10.41, p. 510 and 3.1.42, p. 14, for a discussion 
of Malaya’s balances. 
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Ceylon and Rhodesia have been covered. In this way, and using 
much oiBcial material for 1945-48,1 conjecture that the following 
conspectus represents at least the true magnitudes; thus, in £ 
million with some rounding oif 

Table V 


Colonies, Ceylon and Rhodesia 



Dec. 

Dec. 

Dor. 

Dec. 

Dec, 

Dec. 

Dec. 

Dec 


1941. 

1942. 

1913. 

1944. 

1945. 

1946. 

1947. 

1948. 

West Africa . 

45 

60 

80 

90 

100 

115 

125 

145 

East Africa . 

40 

50 

70 

80 

100 

100 

105 

105 

Malaya 

100 

100 

100 

100 

115 

125 

115 

100 

Ceylon 

20 

2r» 

33 

48 

79 

83 

50 

48 

Ehodcsia 

7 

10 

10 

15 

15 

20 

20 

20 , 

Hodr Kong\ 

Other / 

95 

130 

160 

170 

210 

220 

75 

180 

80 

180 

Total . 

310 

375 

455 

505 

620 

665 

670 

680 


We are left with £180 million, in accordance with Cmds. 7433 
and 7715, for the unnamed “other” colonies in 1947-48. It is 
a very large sum to be found for the scattered islands in the 
Mediterranean, the West Indies, the Indian Ocean and the Pacific, 
usually pictured in deep poverty. Nor do the following compari¬ 
sons throw any light on the subject: 



Latest 
population 
c. 1947, 
'000. 

dhjblic 

revenue 

1947, 

£000. 

Sterling 

assets 

1947, 

£ million. 

Per 

head, £. 

Ratio to 
revenue 

Gambia, Gold Coast, iMgorla, 
Sierra Leone 

31,351 

31,454 

125 

40 

40 

Kenya, Uganda, Tanganyika, 
Zanzibar. Pemba 

Malaya, Singapore, Borneo, 
Brunei, Sarawak 

17,525 

21,731 

105 

00 

4-8 

6,873 

43,117 

115 

10 5 

2’7 

Ceylon (1946) 

6,657 

34,325 

83 

12 5 

24 

Southern Rhodesia 

1,979 

12,700 

20 

100 

1-5 

Hong Kong .... 

1,800 

10,269 

75 

41*5 

7-8 

Northern Rhodesia, Nyasaland 

3,870 

789 

6,165 

_ 

_ 


Cyprus, Gibraltar, Malta 
Bahamas, Barbados, Bermuda, 
Guiana, Honduras, Jamaica, 
Leeward Is., Trinidad, 
Tobago, Windward Is. 

11,744 

— 

__ 


3,079 

28,774 

5,447 




Fiji, Mauritius 

Total, “ others ” as listed 

726 

_ 

_ 


8,463 

52,130 

180 

210 

8-6 


It is surprising to find the last four groups so very well-ofiF in 
sterling balances, even when American bases in the West Indies 
are remembered. But further conjecture seems useless. 

* Totals for 1941-43 from Oifld. 0707 loss Iceland; for 1944-46, from Omd. 
7099 less Iceland plus Ceylon; for 1947- 48 from Cmd.s. 7433 and 7716 plus Ceylon 
and Rhodesia. It seems better to round off than to pretend to greater accuracy. 
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V 

The sterling balances have many characteristics, controversial 
and otherwise. But it seems best first to see how they originated 
and how they are distributed, and that is the ])resent purpose. 

H. A. Shannon 

University of Bristol. 



REVIEWS 


The Problem of Employment Stabilization, By Bertil Ohlin, 
(New York : Columbia University Press, 1949. Pp. 173. 
$2.75.) 

Tins book proceeds from the particular to the general. It 
opens with an account of the functioning of economies experiencing 
overemployment ”; it proceeds to a discussion of plans for 
securing greater stability within a liberal framework; it ends with 
an analysis of the theories of the Swedish school and of Keynes. 
It thus provides a convenient compendium of Professor Ohlin’s 
views, both abstract and practical, on the theme of economic 
stability. In so doing, it does more. For Professor Ohlin 
combines the gifts of a fine theorist and a shrewd observer, and 
he has selected with discrimination points requiring emphasis 
here and now, so that this volume may be deemed a handbook and 
guide for thought, perhaps the best available about this all- 
important topic. 

He writes with complete lucidity, a comfortable command of 
English and scholarly moderation. In some cases his statements 
make one wonder whether he was indeed actuated by devotion to 
caution, or, on the contrary, was deliberately using the rhetorical 
device known as meiosis, or understatement, so much more 
effective than its opposite in producing a desired impact on the 
mind. 

The book is interspersed with sage reflections : 

“ . . . On the whole, I take the optimistic view that most 
people will work about as well in a society where they have 
security—^without overemployment—as in one where they 
have insecurity. One can, I think, go even further and 
expect many of them to work better in the former society 
than in the latter, provided that they have the stimulus of 
higher economic rewards in compensation for greater and 
better efforts. So even if a few percent of the people work 
less in the absence of the strong incentive of insecurity, the 
loss will only be a small one.’' (Pp. 105-6.) 

And again: 

“ . . . I cannot regard the perhaps somewhat greater in¬ 
stability of employment in a rapidly progressive society as a 
weighty argument for measures to reduce the rate of progress 
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hi order to bring about a more even distribution of income 
and, thereby, a relatively stable employment. Rather, the 
very fact that employment stabilization is somewhat more 
difficult of achievement in a rapidly progressing society 
should be a challenge to economists and politicians to work 
out a policy that will nevertheless maintain a reasonable 
degree of stability.” (P. 43.) 

In his opening chapter on overemployment he sets out in 
massive array the inconveniences and diseconomies—the bottle¬ 
necks, waiting lists, etc.—^that attend that condition. The case he 
makes against it is so good as to take by surprise even one who 
has been making strenuous attempts in the same line of argument 
in recent years. Indeed your reviewer finds liimself in such com¬ 
plete agreement with this chapter, as indeed with most of the 
book, that it may be incumbent on him to warn liis reader against 
bias. One who has occasionally had the sense of being a voice in 
the wilderness must needs be warmed to enthusiasm on finding no 
less an authority than Professor Ohlin confirming most of his 
points. 

The evils of overemployment are great; the cause is set out 
in italics (p. 7) : ‘‘ The state of overemployment is due to an 
excessive demand for investment purposes.” Later Professor 
Ohlin writes : 

‘‘ With regard to the balance of pajinents ])osition in 
1948, the most characteristic element is the almost universal 
‘ dollar scarcity.’ It should not be overlooked, however, 
that most countries have a universal ‘ scarcity ’ of almost 
all kinds of foreign exchange. This simi)ly means that they 
would like to buy from abroad more goods than they can pay 
for through exports and other credit items. The cause of 
this situation is primarily the state of overemployment—an 
unbalanced domestic economy—in wdiich the sums people are 
anxious to spend each year on consumption and investment 
exceed the value of current output at existing prices (pp. 
58~9). . . . An equilibrium between the demand for goods 
and the current supply—a return from a state of overemploy¬ 
ment to a balanced employment—is called for. The way to 
achieve it is to keep the total value of investment within the 
limits set by the willingness of the people to save.” (P. 61.) 

In his general planning for employment stabilisation. Professor 
Ohlin covers ground that is already familiar to those seeking 
this end within a liberal framework. He has a number of original 
points of his own. Calling attention to the crucial part which the 
“ acceleration principle ” plays in the more recent variants of 
trade-cycle theory, he pertinently remarks that “ the rate of 
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change of consumption is not a factor that can be manipulated to 
make the whole system relatively stable (p. 31). It is necessary 
therefore to concentrate upon investment. He thinks that it may 
be well to take special measures to secure that ‘‘ costs in the build¬ 
ing industry do not get out of line with the general income level ” 
(p. 30). Economists have recently had to attune their ears to the 
expression built in stabilisers ”; they must, I suppose, now 
accustom themselves to another variant: “ tax systems may also 
be invented that have a ‘ built-in flexibility,’ that yield large re¬ 
turns in booms and small ones in depressions.” Professor Ohlin 
has a good word to say for buffer-stock schemes (p. 52), and has 
encountered the experts’ familiar argument that the existence of 
stocks would have a depressing effect on prices, so that the average 
of prices in boohi and slump taken together would be less than they 
would otherwise be. Is this really so ? I have never seen a 
thorough-going analysis. These are but a few of the many matters 
discussed in this connection by Professor Ohlin. He has a chapter 
on Swedish experience of planning on these lines. 

He also has a chapter on the Swedish theory of “ unused re¬ 
sources.” He gathers together theorisingA, which in total cover 
a large part of the ground that in Britain is associated with the 
name of Keynes. Apart from Wicksell, the Swedish development 
was largely contemporaneous with his. Keynesian economics 
have been noised abroad throughout the world, and the Swedish 
economists may well feel that some of their thunder has been 
stolen. In view of this, Professor Ohlin’s tribute to Keynes (p. 
137) is a strikingly generous one : “ No work in economic theory 
in the last decade has played anything like so great a role nor has 
any deserved it.” 

In his detailed discussion of Keynes, Profesi^or Olilin falls 
into one error. Let me mentioKonly m passing that the assump¬ 
tion that savings rise faster than incomes is not essential to the 
theory. It makes it unnecessarily a special theory.” This 
assumption is not made in the General Theory, Keynes was 
particularly careful to state what his assumption was: 

The fundamental jisychological law, upon which we are 
entitled to depend with great confidence both a priori from 
our knowledge of human nature and from the detailed facts 
of experience is that men are disposed, as a rule and on the 
average, to increase their consumption as their income in¬ 
creases, but not by as much as the increase in their income. 

. . . Whether or not a greater proportion is saved, we take it 
as a fundamental psychological rule of any modern com¬ 
munity that, when its real income is increased, it will not 
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* increase its consumption by an equal absolute amount, so 
that a greater absolute amount must be saved, unless a large 
and unusual change is occurring at the same time in other 
factors.’’ (Pp. 96-7.) 

Thus it would be quite consistent with Keynes’s assumption 
and would support the structure of the theory he develops if 
income receivers actually consumed a larger pr(>])ortion of a larger 
income, always })rovided that they saved a larger absolute 
amount from it. Ke^nics was always anxious in discussion to 
point out that his theory rested on this very modest assumption. 
It is to be observed that this is the only example which Professor 
Ohlin gives in this particular passage to substantiate his statement 
that Keynes’s theory is “ a highly special theory and not at all a 
theory.” His principal gravamen in the pages that follow 
is that Keynes’s theory is over-simplified. 

The main gap in the Swedish doctrine, in my judgment, is the 
inadequacy of its theory of interest. Professor Ohlin’s passage 
which deals with this matter appears to be cpiite unsatisfying 
(p]). 121-0). “ Kverythiug depends on the speed of reactions,” 

he states. And he also has to bring iji the ill-defined concept of 
“ credit,” He complains of Keynes's theory that it is ‘‘ simple ” ; 
it may indeed be an ovcr-simj)lification, but this need not be a 
stuml)ling block if it contains the heart of the matter. Tliis is 
not the [)lace to re-open a discussion of this important question. 
It should be observed, however, that if it is true that Keynes’s 
theory of interest is in its broad terms correct, the importance of 
this goes far bejn^md the the^ory of interest itself. For it enabled 
Keynes to cojiiplete a general theory of output as a whole with all 
its parts properly inter-related. Thus his reclame depended not 
only on his having enunciated, like the Swedish economists, 
certain correct ])ropositions in regard to the causes of the trade 
cycle, but still more on his having related trade-cycle theory to a 
wider theory of equilibrium, (dosing the gap in regard to interest 
theory was an indispensable part of this achievement. 

Professor Ohlin does well to remind us that there is in Keynes 
a “ neutral or optimum ” rate of interest, namely ‘‘ the natural 
rate in the above sense which is consistent with full employment 
given the other perameters of the system ” {General Theory, p. 
243). Keynes would not call this the natural rate. This reluc¬ 
tance, whatever its motive, was conformable with the traditions of 
economic theory, for from the time of Adam Smith onwards, the 
word natural has been used of a price which tended in the long 
run to establish itself under market forces. In this sense Keynes 
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held that there were many ‘‘ natural ” rates. His doctrine of an 
optimum rate may serve to meet those critics who have com¬ 
plained that he divorced interest from the forces of productivity 
and thrift and left interest theory ‘‘ hanging by its own boot 
straps,’’ Keynes’s optimum rate of interest is clearly governed by 
productivity and thrift. 

R, F. Hakeod 

Christ Churchy 
Oxford. 

Five Lectures on Economic Problems. By Geoege J. Stigler. 
(London : The London School of Economics and Political 
Science, and Longmans, Green & Co, 1949. Pp. 65. Is. 6(Z.) 

Tn these lectures, which were delivered at the London School 
of Economics, Professor Stigler deals with a large number of 
topics, ranging from the classical economists to the degree of 
monopoly in the United States of America, and from Professor 
Chamberlin’s ‘‘ groups ” to the use of mathematical techniques. 
Although the reader is left in every case with a feeling of regret 
that the argument has not been developed further, the fact remains 
that a vast amount of thought and scholarship has been com¬ 
pressed into a small space. Moreover, the very incompleteness 
of the discourses adds in a way to their interest: tout dire c^est 
rien dire. 

The argument of the first lecture, which is entitled ‘‘ The 
Economists and Equality,” may be summarised briefly. The 
classical writers were not much concerned with greater equality, 
although they respected the idea; nor were they obsessed, as is 
sometimes suggested, with the importance of increasing output. 
Both the objective of greater equality and the objective of greater 
output “ are on an equal footing as proximate goals, and neither 
has content except as part of a philosophical system.” In the 
philosophical system of the classical economists, the ultimate goal 
was the development of the individual : if they favoured policies 
which would permit a large rise in output, they did so not for a 
materialistic reason but rather because they were convinced that 
economic development in a free society would foster the qualities 
of self-reliance, self-discipline and independence. 

Whether this interpretation of classical thought would be 
endorsed by other authorities on the subject, 1 do not know; but 
if it is sound, is the implication that the older writers were well 
ahead of the modem school of welfare economists ? Professor 
Stigler might, indeed, have pointed out that the recent attempts 
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to develop a chain of reasoning which is both significant and 
ethically neutral has proved a failure in practice—^that is to say, 
in the practice of economists. Admittedly there is a superficial 
attractiveness about such projects; but the right course is surely 
not to avoid ethical questions, but rather to label them boldly and 
explicitly as such when they appear in an argument. Indeed, the 
attempt to avoid them merely results in leaving the assumptions 
implicit, and this increases enormously the dangers of political 
bias and of muddled thinking. Welfare theorists might be well 
advised to abandon for a time the embellishment of the semi- 
mathematical superstructure which has been erected on in¬ 
adequately surveyed foundations, to read this lecture carefully 
and to ask what kind of human beings mr systems would tend to 
produce. After all, if the people with technical knowledge are to 
evade the discussion of problems which are inevitably both tech¬ 
nical and ethical, the more important part of the whole subject 
will become a charlatans’ preserve. 

In a subsequent lecture on the classical economists, Professor 
Stigler argues tliat, even from the point of view of theory, they w ere 
often at their best in analysing practical problems. He quotes, by 
way of example, from the Report of the Royal Commission on the 
Hand-loom Weavers Petition of 1835, and shows how much 
sophisticated theory is implicit in the judgments it contains. It 
is to be hoped that he will return to this subject elsewhere and 
deal with it at greater length. Most commentators on the history 
of thought have been too exclusively concerned with the more 
formal statements of the classical theory of value, and there is 
therefore scope for a new survey. 

Professor Stigler’s lecture on the mathematical method is 
moderate in tone and well balanced. As a solution to the diffi¬ 
culties discussed, he suggests that mathematical economists 
should translate their results into w^ords—a sound, if not an 
original, proposal. It is unfortunate, however, that in practice 
the words ” tend too often to be mathematical jargon, with the 
result that the prose is scarcely more intelligible than the mathe¬ 
matics. Nor is it, after all, merely a question of words ; the 
mathematical bias affects the degree of emphasis given to various 
subjects and leads to the neglect of those which are unsuitable for 
mathematical treatment. Reference may also be made to a 
footnote in which Professor Stigler suggests that more mathematics 
might be taught in schools in place, perhaps, of economics and 
civics. This is very sensible, although mathematics need not be 
regarded as the only substitute for such unsuitable studies. 
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The lecture entitled Monopolistic Competition in Retro¬ 
spect ” contains an interesting survey of Chamberlain’s use and 
subsequent abandonment of the concept of the ‘‘ group.” Pro¬ 
fessor Triffin’s conclusions arc also criticised, and it is suggested 
that much of the trouble has been caused by an attempt to find a 
comprehensive and realistic theory, instead of recognising from 
the outset that different models may be useful in analysing 
different situations. This is, no doubt, an important and some¬ 
what neglected truth; but the argument is too cryptic and needs 
to bo developed and illustrated at greater length. 

The last lecture, “ Competition in the United States,” is so 
interesting that it should be made the basis of a much longer study. 
“ It seems conservative,” he concludes, to estimate that the* 
competitive industries were i)rodiicing seven-tenths of the national 
income in 1939, and utilising more than four-fifths of the labour 
force.” He also produces evidence wliich suggests that con¬ 
centration began to decline in the ’thh’ties. (This conclusion is 
in general accord with tlic findings of other investigators, notably 
those of Dr. J. M. Blair.) A minor Idemish in this chapter is the 
following statement in the preliminary discussion : “ And if we 
tentatively accept the ratio of ])rice to long run marginal cost as 
the commercial measure of monopoly powder, there are few 
industries in which this ratio suipasses 1*5 and virtually none in 
which it exceeds (say) 3.” The order of magnitude is so ob¬ 
viously wrong that one suspects a misprint. Should it be 1 ’15 ” 
and “ 1*3 ”? To avoid misunderstanding, 1 must add that he 
does not use this measure in his subsequent analysis : naturally 
enough the calculation follows more conventional lines. 

T. Wn.soN 

Unwersity College, 

Oxford. 

A la Recherche d'lme Discipline £lconomique. By M. Allais. (Paris : 

Centre d’fitudes ficonometriques, 1943. Pp. 852 and 68.) 

M. Allais is a very enthusiastic economist. In his introduc¬ 
tion he tells us how disturbed he is at the lack of knowledge of 
economics in cultivated and scientific circles. He holds that the 
economic education of an Mite class is both necessary and sufficient 
for an improvement in the well-being of the world. Accordingly, 
he sets out to write the book which he, an engineer with math- 
matical training, vainly sought when he began to study economics. 
Claiming synthesis rather than originality, he has aimed to provide 
a single, coherent, and systematic account of the working of the 
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eoondmic machine, expressed in the mathematical language, 
familiarity with which he regards as a sine> qua non of economic 
imderstanding. 

In pursuit of this aim he has planned a mathematical work, in 
six volumes, comprising 3,000-3,500 pages. I'he present title is 
that of the first volume of 850 pages, which deals with a closed 
moneyless accounting system. The book begins with 200 pages of 
definitions and postulates; the latter are those of the most rigorous 
kind of pure competition, such as perfect foresight and information, 
complete absence of friction and inertia, and so on. This is followed 
by 250 pages dealing with the necessary conditions for a stable 
equilibrium, both general and in relation to firms and individuals; 
which is succeeded by a discussion of the equilibrium conditions 
themselves, and of welfare economics. The book finishes with an 
account, among other things, of the determination of wages, of 
the type of unemployment which could occur as a result of real 
wages being somehow held above their equilibrium values, of 
‘‘ optimum ” populations, and of the role of rent in an economic 
system. The assumption of a closed moneyless economy is 
retained throughout. 

The thoroughness and rigour w ith w Inch M. Allais has ploughed 
through this huge field, the dimensions of which I have briefly 
tried to indicate, are wholly admirable. Nothing is left vague (or 
to the reader’s imagination). Every required definition and 
postulate is carefully laid out, and explained ; and an attempt 
is made to justify each of them. The whole is thoroughly seasoned 
with comment on scientific method, principles of measurement, 
etc., and with analogies and illustrations drawn from physics and 
engineering. Most of this comment is apposite and true. 

Where the book seems to me to be less good is in cohesion and 
succinctness. Thus there is much that is barely relevant to the 
main theme of showing how the whole economic system hangs 
together. For instance, complementarity is introduced; but no 
clear idea emerges of its importance (if any) in general equilibrium 
theory. Consumer’s 8ui*plus rears its head, but its relevance to 
welfare economics remains undiscussed. As far as synthesis is 
concerned, the student receives no hint that welfare economics, 
and consumer’s surplus, and index-number theory, and the theory 
of consumer’s behaviour, are all intimately related. (In common, 
apparently, with other French economists, M. Allais considers that 
the index-number problem was solved by M. Divisia’s integral- 
type index.) There is also rather a lot of unnecessary repetition. 
One is inevitably reminded of Professor Samuelson’s remark “ I was 
No. 239.—^voL. LX. o o 
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simply proving the same theorems a wasteful number of times.** 
But this is to be unfairly wise after the event. M. Allais*s work 
was finished in 1943. What it would be fairer to say is that the 
author, if Iiis educative purpose was to be fulfilled, should have 
been more selective. Few students, even those with the required 
mathematical knowledge, can be made of the same stern stuff as 
M. Allais. While much could have been left out with little or no 
loss, the student should have been given a hint of the important 
gaps which occur. Not only is the index-number problem not 
noticed, but the theory of monopolistic competition is completely 
ignored. Also, the assumption of “ no inertia *’ rules out all 
dynamic process analysis. No cobwebs are to be found in the 
chapter entitled Dynamique du Deseqmlihre, 

A more disturbing feature of the book is that the author, to my 
mind, indulges in the vice of wishful mathematical thinking. 
Admittedly, he warns the reader frequently that he is only building 
a model—a first approximation. But at the same time, he usually 
leaves one with little doubt that he considers it a good approxima¬ 
tion. This becomes most disturbing when we read the chapter on 
welfare economics, where we find a comprehensive and accurate, 
but uncritical, statement and development of Paretian theory. 
Applications are discussed, and the author clearly considers that 
this is the climax of the book, to which everything else was a pre¬ 
lude. But when we reach this point, we have had no discussion of 
any limitations, which are, or possibly should be, laid on individual 
choice; nor of imperfect competition; nor of the problems of finite 
change and indivisibility. The assumptions of perfect knowledge 
and complete lack of friction still lie, half-forgotten, behind us. 

The student of economics who can master A la recherche d'une 
Discipline ^conomique will certainly have learned a great deal. 
He will be alive to a great many possible fallacies, of both a logical 
and methodological character. What 1 fear that he may not 
have learned is a proper respect for the facts. But perhaps M. 
Allais had planned to correct this in later volumes. 

I. M. D. Little 

All Souls* College, 

Oxford. 

The Theory of Fluctuations in Contemporary Economic Thought. 
By Sidney D. Merlin. (New York : Columbia University 
Press (London : Geoffrey Cumberlege), 1949. Pp. 168. 228.) 

The central proposition of this book is that equilibrium is a 
concept of little value in the analysis of an economic system whose 
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main ^characteristics are growth on the one hand and fluctuation on 
the other. The greater part of the book is devoted to a discussion 
of certain leading modem theories—Swedish, Keynesian and 
Hicksian—which the author finds defective on this score to a 
greater or less degree. In particular he holds that most theories 
even of the short period have been to a large extent vitiated by 
paying inadequate attention to long-period factors influencing the 
marginal efficiency of capital: “ the problem of cyclical fluctua¬ 
tions is hardly amenable to study without some reference to a 
long-run framework ” (p. 122). A chapter is accordingly devoted 
to an attempt to repair this omission by enumerating some of the 
considerations relevant in this connection. A concluding chapter 
discusses briefly the dangers of a policy of reliance on theories 
subject to the shortcomings mentioned. 

Dr. Merlin’s main idea is a valuable and suggestive one with 
far-reaching implications; but it cannot be said that his develop¬ 
ment of it is very successful. His style is obscure and often 
tedious, and the reader has the greatest difficulty in extracting 
from the account of the various theories discussed precisely what 
it is that the author considers admirable and what unsatisfactory 
in each. On one or two occasions unmistakable non seqniturs are 
perceptible through the mist, as where we read (p. 128) : “as the 
scale of investment in new labour-saving equipment rises, the 
increase in productive capacity is likely to be relatively greater in 
large-scale firms than in small firms, because the large-scale firm 
with a sizable wage-bill may find new investment in cost-reducing 
equipment especially attractive.” And in a work concerned 
mainly with methodology, it is irritating to find a consistent 
failure to appreciate the difference between the static-dynamic 
classification of theories and the quite separate distinction between 
“ micro-economics ” and “ macro-economics.” 

These, however, are i)oints of detail. A more serious fault is 
that while Dr. Merlin’s readers are certainly left with the im¬ 
pression that all is not well with the concept of equilibrium, they 
would be hard put to it to discover from his pages the exact nature 
of the difficulty. For the most part., his criticism appears to 
focus on two aspects of equilibrium theory. The first of these is its 
neglect of the importance of uncertainty in the analysis of entre¬ 
preneurial decision-making. The presence of uncertainty is liable 
to invalidate any theory which ignores it; but the author well 
shows that few of the theories which have attempted to take explicit 
account of uncertainty really mark much advance on the score of 
realism, so that the prospects of improving our theoretical appara- 
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tus in this respect do not at the moment appear very promising. 
The second fault in orthodox theory with which Dr. Merlin is 
concerned is its tendency to treat as data factors which, even for 
the purposes of quite narrowly defined problems, must be accepted 
as variables : that is, the trend cannot be considered apart from 
the fluctuations, or the fluctuations in divorce from the trend. 
This is a perfectly fair criticism of much economic thinking; but 
the author does not make sufficiently clear that, in saying that 
long-run development is inextricably tied up with short-run 
fluctuations, he is doing no more than advancing a hypothesis. 
It is not possible to dismiss out of hand without a hearing the 
contrary view that fluctuations can for certain purposes be regarded 
as frictions and accordingly neglected. As Dr. Merlin concedes 
that (p. 121) ‘‘ contemporary dynamic theories ... do not pro¬ 
vide us with a satisfactory theory of the business cycle . . . 
partly, it is true, because they are not concerned with the business 
cycle (but with the determination of short-period equilibrium), 
it seems a little otiose to belabour at such length the authors of these 
theories for failing to provide an explanation of a phenomenon 
from which they deliberately abstract. Now it may very well be 
that such abstraction does violence to the nature of the problems 
at issue; but this needs to be proved, and Dr. Merlin does not 
provide a convincing proof either on an empirical or on a theoretical 
level. 

In fairness to the author, it should be said that his book is 
probably not intended as a specimen of the sort of economics he 
would like to see, but rather as merely a prolegomenon. Viewed 
in this light, The Theory of Fluctuations in Contemporary Economic 
Thought is certainly not without value ; for whether or not it 
contributes very much to our understanding of the questions it 
raises, there can be no doubt as to the importance of the questions 
themselves. 

R. C. 0, Matthews 

Cambridge. 

Theorie van drie Stelsels van 8ociaahec(momisch Leven. By C, 
Weststeate. (Leiden: Stenfert Kroese’s Uitgevers- 
Maatschappij, N.V., Leiden, 1948. Pp. xv + 656. f.l6.) 

The author of this book betrays in a footnote a somewhat 
sensitive anxiety that his short Voorword ” should not experience 
the neglect which (as he erroneously thinks) is the fate of most 
Forewords. He ventures to hope that it Avfll be read. The same 
advice might be given with regard to the very restricted blurb 



1650] DRIB STBLSBLS VAN SOCIAAL-ECONOMISOH LEVEN 563 


which accompanies it. Confronted with such an overwhelming 
volume as this is, it is as well to know what the author thinks 
he is doing, and equally what the author is quite sure that he 
is not doing; and these two short statements convey, more 
clearly than is customary, essential guidance on these important 
matters. 

The volume purports to be a general introduction to modern 
economic theory, making available for Dutch readers what at 
present (so it is suggested) can be found only in foreign books. 
This probably does less than justice to the achievements of the 
Dutch economists and the surprising linguistic accomplishments 
of the Dutch people. But at least the plea indicates that we are 
not here concerned with a book claiming originality. Secondly, 
the book is of design purely theoretical: the reader will not here 
be confused with undue reference to an intractable world. Pro¬ 
fessor Weststratc has in fact dealt with that aspect of the matter 
in another volume. Within the framework of his plan, Professor 
Weststrate covers—if it be not a disrespectful expression—^the 
whole bag of tricks so far as concerns modem theory, with the 
exclusion of two fields which are designedly set aside for reasons 
which are not very convincing. He has excluded anything that 
involves Ruimte —relations in space—and accordingly location of 
industry and foreign trade are outside the scope of his discussion. 
Perhaps even less defensible in view of the plan of his book is the 
deliberate omission of anything relating to the provision made for 
the satisfaction of collective needs. 

The distinguishing feature of Professor Weststrate’s treatise 
lies in the arrangement of the matter rather than in the matter 
itself, though indeed his discussion of the various topics as they 
come along is marked by a fullness and a penetration which are 
alike remarkable. The basis of his discussion is foreshadowed in 
the somewhat uninformative, if not exactly misleading, title of 
the book : “ The Theory of Three Systems of Social-economic 
Life.” Professor Weststrate is impressed by the fact that our 
text-books reflect a world of ‘‘ free-exchange,” and thus portray 
a system which is no longer dominant. It may exist in the 
United States, but it is not found in Holland or in Europe, and 
there is little prospect that we in Europe will witness its return. 
To each economic system there is an appropriate “ theoretical 
economy,” though indeed they are interconnected. Professor 
Weststrate’s purpose, as indicated in the title of this book, is 
accordingly to discuss the theoretical economics appropriate to 
three different systems: first, the centrally controlled system; 
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secondly, the “ free-exchange ” system (now defunct for us in 
Europe); and thirdly, the mixed variety, in which the government 
intervenes for certain purposes and in certain ways. 

It may be doubted whether Professor Weststrate’s excellent 
and comprehensive discussion gains from the attempt to present 
it in three separate containers. As he confesses early in the dis¬ 
cussion, the three theoretical economies are not gehed los van 
elkaar (p. 21)—^they are not wholly separate from each other; 
and there are moments of surprise in reading this book occasioned 
by encountering topics in the place where they are in fact en¬ 
countered. Admittedly the question of population is discussed 
elsewhere as well, but it is here first met as if it were in some way 
a peculiar problem of a centrally controlled economy. Indeed- 
before embarking on his three systems, Professor Weststrate 
devotes almost a quarter of his volume to economic concepts at 
large, and has much to say that is of value on disproportionate 
returns and on costs and on other matters. Moreover, it is odd, 
as Professor Weststrate himself appears to realise, that the dis¬ 
cussion of the allegedly defunct system of “ free-exchange ” 
should occupy vastly more space than the discussion of either of 
the other two systems. Indeed, if truth be told, there is not a 
great deal that can be usefully said about the completely con¬ 
trolled economy, apart from its definition; for it also is an economy 
that has never existed. Professor Weststrate’s entirely justifiable 
procedure is to construct an ideal system, and thereafter approach 
reality. To see how far from reality we are at the outset, it may 
be of interest to note the characteristics of the model centrally 
controlled economy from which we start. In this initial stylised 
model (p. 145): (o) the data are completely determined; (b) the 
data are completely known to the authority; (c) the data are 
unchanging; (d) the various consumption goods are consumed 
separately; (e) the various goods are produced separately; (/) 
the products are completely divisible; {</) the controlling authority 
acts with complete rationality; and (h) the authority has its 
subjects completely in hand. In fact, during most of this dis¬ 
cussion we seem to be concerned with Robinson Crusoe and his 
man Friday as a first inadequate approximation to this model; 
and when Robinson Crusoe realises that his needs are more press¬ 
ing than Friday’s, he is indeed in a difficulty. It is a matter on 
which Robinson is perhaps not a wholly impartial judge. He 
may have anticipated GeOrge Orwell in realising that while all 
animals are equal, some animals are more equal than others. In 
fact, as we are told on one occasion, Robinson is reduced to guess- 
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ing. *The difficulty with regard to all this method of starting 
with a simplified model and thereafter approaching reality by 
discarding the unreal assumptions one by one is that we are 
seldom told specifically what effect the removal of the unreal 
assumption has on the validity of the conclusions appropriate to 
the original unreal assumptions. This is a disturbing thought 
which must often weigh on the conscience of all who seek to in¬ 
struct the young. In fact, when Professor Weststrate, in the 
corresponding case of the “ free ” economy, contemplates the 
complications which rush ui)on him as his initial assumptions are 
removed, he confesses somewhat plaintively (p. 565) dan hegint 
het ons te duizelen —“ then indeed we begin to grow dizzy ! ” No 
doubt we do; but it is not a promising prelude to the enunciation 
of clear-headed theory. 

It is perhaps in Professor Weststrate’s treatment of the third 
of his Systems—the mixed economy—that the reader will feel 
most clearly the inadequacy of the framework of this discussion. 
For the mixed economy, as is here recognised, is not a definite 
system, but merely a collective name for all manner of possible 
systems. Consequently there can be no “ Theory,’' and in fact 
Professor Weststrate professes to do no more than discuss a 
number of points illustrating government intervention. Thus he 
considers in great detail the immediate and remoter effects of 
minimum and maximum i)rices, and i)roblems relating to the 
action of the appropriate authority in regard to monetary policy. 
On the general question of Planning, Professor Weststrate 
justifiably reminds us of the observation of Professor Fisher that 
“ there is probably no other word which is used so loosely as is 
‘ planning,’ and which therefore has such little value as an aid to 
clear thinking.” But his own definition is probably not one that 
would be welcomed with open arms. By “ planning ” he under¬ 
stands (p. 610) ‘‘ management and control by the authorities, 
through indirect means, of production carried on by free under¬ 
takers.” Planning on this interpretation w^ould merely amount to 
control and intervention, which provide the characteristics of 
Professor Weststrate’s third “ system.” Unfortunately even 
control and intervention may be “ unplanned,” as the word is 
ordinarily understood by ordinary men. 

Professor Weststrate’s discussion is uniformly competent. It 
is the great merit of his book—or the great defect, according to the 
point of view—that it gives us our theory in a new sequence and a 
new setting; and it may at least be claimed that this may be a 
stimulating and refreshing experience. The work throughout is 



THE ECONOMIC JOITENAL 


566 


[sept. 


copiously equipped with diagrams of the ty^ with which we have 
become familiar in books on Imperfect Competition. 

Alexander Gray 

Edinburgh, 


Income^ Employment and Public Policy, Essays in Honour of 
Alvin H, Hansen, (New York: W. W. Norton & Co. 
London : George Allen & Unwin, 1949. Pp, viii + 379. 
2ls,) 

Sixteen of Professor Hansen’s former pupils or close associates 
have contributed essays to this volume, and a large number of 
topics is discussed, from the consumption-function to produc¬ 
tivity and the wage structure, and from the redistribution of 
income to exchange practices and the Fund. This variety of 
subjects, while it makes the task of the reviewer almost impossible, 
is entirely appropriate in a book written in honour of an economist 
who has contributed so much to so many different branches of 
his subject. 

The first part of the book is concerned with the Determinants 
of Income and contains essays by Metzler, Domar, Duesenberry, 
Higgins, Goodwin and Samuelson. On the whole this is the most 
valuable part of the book, but it is possible to mention only three 
essays here: those by Metzler, Duesenberry and Goodwin 
respectively. 

In his essay on the “ I’hree Lags in the Circular Flow of 
Income,” Metzler concludes that “ the lag in consumers’ ex¬ 
penditure is short relative to the lag in output ”; and he infers that 
“ unforeseen or unexpected changes in business inventories are the 
principal factor which equalizes actual saving and investment in 
periods when the discrepancies between intended saving and 
intended investment are large.” Although his case is supported 
by statistics for only a short period—United States, 1929-38—it 
is clearly of considerable interest and importance. 

The Keynesian consumption function has been under attack 
for many years, and a fresh onslaught is made by Duesenberry in 
his essay on “ Income-Consumption Relations.” He lays great 
stress upon the importance of distinguishing between the effects 
of a rise in incomes and a fall in incomes : if incomes rise, the 
initial reaction may be to save a good deal at the margin; if 
incomes fall, however, consumers will naturally try to maintain a 
position previously reached even if this involves dis-saving. 
There is nothing particularly new in this. But the author makes 
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some*interesting references to the data on family budgets in the 
U.S.A.; and he also records the results of a calculation of the 
connections between saving, current income and past income at 
the highest point previously reached. It should be noted in 
passing that there are two consumption-lags which are not, 
perhaps, always distinguished : the lag, which may well be short, 
before income payments can pass through people’s pockets 
and be spent; and the lag, which may well be long, before a 
change in income induces people to change their expenditure 
habits. 

Duesenberry also tries to account for the constancy in the 
average propensity to consume as indicated by Kuznets’ figures 
for a long period. But the explanation offered on pp. 77-8 
seems to me obscure, and the constancy still remains somewhat 
mysterious. (In saying this, I do not wish to imply that a down¬ 
ward trend might reasonably have been anticipated; it is 
doubtful whether there is much a priori justification for expecting 
any particular trend.) 

The connection between cycles and trends is examined by 
Goodwin in his chapter on ‘‘ Secular and Cyclical Aspects.'* He 
points out that it may be misleading to deduce conclusions about 
cyclical propensities from average decade figures—although the 
usual fallacy has, 1 think, been the reverse of this. The mathe¬ 
matics of cycle and trend are set out, but so much ground is 
covered in this intricate essay that no further commentary can be 
attempted here. 

Part II begins with a chapter on Redistribution by Mcf.’ord 
Wright, who reaches his usual high standard in discussing socio¬ 
logical problems. (Some of his fellow contributors might benefit 
from a careful study of this essay.) This is followed by an inquiry 
by Alexander into the reasons for the opposition in the U.S.A. to 
deficit spending, which should be of interest to the British reader. 
He might perhaps have added to his list of diSiculties the specious¬ 
ness of some of the arguments put forw-ard by the supporters of 
deficit finance. Lerner provides an example in a subsequent 
chapter in which he quotes the confusing statement that the 
national debt is not a burden. Fortunately this topic is satis¬ 
factorily elucidated, and Lemer reminds the reader that some 
taxes may always be ‘‘ bad taxes **! Cary Brown’s examination 
of ‘‘ Business-Income Taxation and Investment Incentives ” is 
also useful; this is an essay which might have been longer. 
There is also a valuable discussion by Musgrave of ‘‘ Credit 
Controls, Interest Rates and Management of Public Debt.” 
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Stettners’ account of the views of Carl Dietzel will be of interest 
to the historian; but his enthusiasm seems exaggerated and he 
pays too little regard to historical perspective. The book 
concludes with two essays of considerable interest; one by 
Dunlop on “ Productivity and the Wage Structure,’’ and the 
other by Alice Boumeuf on “ Exchange Practices and the 
Fund.” 

Enough has been said to indicate the scope of the book. It 
may now be asked whether the authors have made progress in 
developing those branches of economics which are peculiarly 
associated with the name of Professor Hansen. Public finance 
may be mentioned first, and it has been made clear above that 
there are useful contributions under this heading. When,* 
however, one turns to the theory of stagnation, it is of interest to 
note that nothing is said which makes it more plausible, although 
many contributors appear to accept it without reservation. As 
for employment policy, the most striking defect is the scanty 
treatment of the administrative difficulties which ought to have 
received a good deal of attention from those who are interested 
in the practical application of Hansen’s ideas. (It is true that 
Bishop has described very neatly the Alternative Expansionist 
Fiscal Policies, but only in theoretical terms.) Nor is anything 
like sufficient attention devoted to structural problems, and a 
characteristic defect of the Keynes-Hansen approach is not, 
therefore, removed. Admittedly one essay must be regarded as 
exceptional in this respect: Perloff lays much stress on sectional 
problems, but even in his essay administrative difficulties are 
neglected. 

The book is not quite free from dogmatism or unmarred 
by cliches. For example, it seems somewhat rash to take it for 
granted, as many contributors do, that monopolistic developments 
always reduce the volume of investment. It is also perhaps 
surprising that contributors are so wont to preface their arguments 
with phrases such as : ‘‘ In a capitalist economy ...” There 
would, of course, be no reason to cavil at this if their subsequent 
comments related to those difficulties which are peculiar to 
capitalism; but in what is probably the majority of cases they 
are discussing problems which must be faced in any highly de- 
veloi)ed and dynamic economy. For example, a certain amount 
of instability must always be anticipated in the industries which 
produce semi-durable goods—^unless, of course, it is decided to 
disregard urgent needs and to abandon the objective of “ pro¬ 
duction for use ” ! 
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It*is regrettable that the penultimate paragraph of this review 
should have been so carping in tone. For taken as a v^hole, this 
is a stimulating volume of essays and a worthy tribute to Professor 
Hansen. 

T. Wilson 

University College^ 

Oxford. 


The Science of Wealth. By J. A. Hobson. Revised by R. F. 

Harrod. (London : Oxford University Press (Geoffrey 

Cumborlege), Fourth Edition, 1950. I^p. ix + 214. ISs.) 

The Science of Wealth is by no means the most significant of 
Hobson’s many works : it was not intended to be. Nevertheless, 
this new edition is well worthwhile, for the book contains not only 
a more lucid dcscri])tion of the industrial system than can be 
found in many more recent elementary texts, but also a detailed 
exposition of the author’s theory of unjHoductive surpluses. 
Hobson’s other and more j)ublicised theory, the theory of indus¬ 
trial depressions, appears only briefly in this book, although the 
argument at various points depends on it to a greater extent than 
Mr. Harrod’s preface would suggest. 

The central concern of the book is with the organisation and 
functioning of the industrial system rather than with the theory of 
value and distribution : this concern is reflected in the structure 
of the argument. Thus, while the first chapter presents an ortho¬ 
dox discussion of w ealth, it does not lead into the theory of prices 
(which appears much later and only as i)art of the superstructure 
of Hobson’s argument), but instead into a description of how 
firms and industries are linked into an industrial system, and how 
that system works. This part of the book is a masterpiece of 
exposition : Hobson conveys in very brief compass a clear under¬ 
standing of the mutual interdependence of economic processes, 
and of the flow of goods and money through the different stages 
of production. 

The next five chapters are devoted to distribution. Hobson is 
chiefly interested in the relation between distribution and indus¬ 
trial efficiency, and in this connection develops his theory of un¬ 
productive surpluses. He divides payments to factors into three 
elements : ‘‘ costs,” which are spent in maintaining the quantity 
and quality of existing factors; productive surpluses,” which are 
spent in augmenting factors; and “ unproductive surpluses,” 
which are not so spent. In the unproductive surpluses Hobson 
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finds the source of industrial waste and inefficiency, and of con¬ 
flicts of economic interest. 

Surpluses arise from scarcity, natural or artificial; Hobson 
investigates factor incomes for causes of scarcity, and comes to 
two major conclusions. First, labour rarely receives unproductive 
surpluses, and sometimes receives less than its ‘‘ costs,because 
“ labour is the only factor of which the supply generally and per¬ 
manently exceeds the demand ” (p. 94—Hobson’s theory of 
depression is here implicit). Second, profits rather than rents 
absorb the bulk of unproductive surpluses in modem communities. 
The presence of large unproductive surpluses accruing as profits 
justifies for Hobson both the organised labour movement and the 
growing role of the State in economic life, a role which he regards as 
both desirable and inevitable. 

While most of the book elaborates on the theory of unproduc¬ 
tive surpluses, there are some interesting discussions of unrelated 
topics. The chapter on wages, for example, contains a good 
treatment of the problems of family size and women’s wages, and 
the chapter on foreign trade explicitly develops the export of 
unemployment ” argument for protection. 

The most interesting part of the book, however, is the theory 
of unproductive surpluses, a notion which has always intrigued 
economists but which has never been satisfactorily refined. In 
his '‘Epilogue,” Mr. HaiTod outlines three difficulties with 
Hobson’s concept. First, Hobson fails to distinguish between 
natural and artificial scarcity: allocative efficiency requires 
the payment of surpluses arising from the former, but the elimina¬ 
tion of surpluses arising from the latter. Second, except in the 
case of land rent, the definition of surplus is imprecise, not only 
because it ignores the margin at which no surplus emerges but also 
because the " cost ” component may itself depend on the factor- 
price paid. Third, marketability of assets prevents identification of 
current owners of scarce factors w^ith the recipients of surpluses. 

These difficulties are undoubtedly genuine; but to raise them 
is to place Hobson in too modern a tradition. For Hobson 
defines his surpluses with reference to objective or real costs, not 
with reference to subjective or opportunity costs as a modem 
theorist would do. His is a thoroughly classical endeavour, and it 
raises problems of a different sort. Measurement, for example, is 
more difficult. Also, unless human wants rank absolutely in the 
order of self-preservation* self-improvement, self-enjoyment, an 
attempt to eliminate the surplus ” spent on the last by measures 
reducing money income would necessarily fail. 
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Mbre generally, can we accei^t Hobson's suggestion that all 
income should be spent on either maintenance or improvement ? 
That would bo robot economics with a vengeance, and certainly 
the other kind of Hobson’s choice! Yet if some unproductive 
surplus is allowed, another criterion is required for distinguishing 
the legitimate from the illegitimate. 

To raise these questions is not to deny all usefulness to the 
classical concept of surplus, which may indeed be more heljiful for 
some problems than the modern concept; but it does underline the 
difficulty of relating it to the operation of the j^rice system and 
consumers’ sovereignty. Hobson reminds us of a problem, but he 
does not solve it. 

Harry G. Johnson 

King's College, 

Cambridge. 


The Measure of Gold. Tlve Role of Gold as International Moriey. 

By W. J. Busschau. (South Africa : Central News Agency, 

Ltd,, 1949. Pp. 164 + xi. 12^. 6d.) 

The author of this book, at present employed in a managerial 
capacity by a gold-mining finance house, is well-known for his 
previous excellent work on The Theory of Gold Supply, (^ontrary 
to the promise of its sub-title, the present volume is not a com¬ 
panion study of the demand for gold, but an openly partisan 
argument for a doubling of the wwld price of gold. 

The central thesis of the work reduces to tliree propositions. 
First, gold is the only real money, the only me^ns of making final 
payments; all other money is merely a device for avoiding final 
payments, and while such gold substitutes may work satisfactorily 
within a country, they are not acceptable between countries. 
Second, adequate liquidity is essential to the maintenance of high 
income and employment and the avoidance of deflation. Third, 
the present price of gold in terms of national currencies (w^hich 
Br. Busschau, by a quaint sophistry of his own, prefers to call the 
“ measure ” of gold) is too low to give an adequate degree of 
international liquidity; the author reckons that a doubling of the 
price of gold is required. These bare bones are supplemented 
by four chapters of monetary theory, vast quantities of statistics, a 
penultimate chapter attributing interwar financial difficulties to 
wrong gold prices and a final chapter summarising the argument 
and rebutting criticisms of an earlier statement of the author’s 
position. 
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The first proposition is obviously crucial to the entire argu¬ 
ment ; yet to accept it requires an act of faith, rather than a recog¬ 
nition of fact as the author assumes. In the first place there 
seems to be some fallacy in the use of the term “ final payment ” : 
either it means payment in goods and services which are consumed 
by the recipient and so disappear from the economic system, 
in which case neither gold nor any other form of money is a means 
of final payment; or it means payment in generally acceptable 
media of exchange, in which case other forms of money as well as 
gold are means of final payment. Second, and more important, 
there is no basis for the assumption that gold is the only inter¬ 
national money. Even under the gold standard, international 
payments were largely made in a few key ” currencies; and, as' 
the history of the sterling area shows, the use of a currency as 
international money does not dei)end on its being convertible into 
gold. International means of payment can also be provided 
through international credit institutions, such as the International 
Monetary Fund or the European Pa 3 mients Union. Finally, it 
would seem that the international role of gpld at the present time 
derives largely from its convertibility into dollars, not, as Dr. 
Busschau would have it (p. 34), the other way around. 

In establishing the second proposition, the author employs an 
accounting or balance-sheet approach to monetary theory. 
Such an approach is in line with modern trends, and can be highly 
illuminating, but it requires careful handling if misleading con¬ 
clusions are to be avoided. In the present case, the accountancy 
emphasis on asset values leads to the conclusions that a rise in 
interest-rates is to the disadvantage of long-term creditors (p. 65) 
and that an economy is more vulnerable to changes in confidence 
the longer the tenor of the debts which constitute the credit 
structure (p. 45); on this basis Dr. Dalton was a model of financial 
soundness. The balance-sheet approach also contains nothing 
to support the identification of gold with liquidity required by the 
central thesis of the book. 

With reference to the third proposition, one may reasonably 
doubt both that the world’s salvation lies in increased liquidity 
and that a doubling of the price of gold is the right method for 
going about it. No limited increase in the stock of international 
reserves could withstand a persistent drain to the western hemi¬ 
sphere, indeed, such an increase might accelerate the drain; and, 
apart altogether from the flat American opposition to a change in 
the dollar price of gold, it would be difficult to think of a more 
inefficient and unjust method of distributing increases in interna- 
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tionat reserves than in proportion to current gold holdings and 
gold-producing capacity. 

There might be a case, on some other grounds, for raising the 
price of gold; but Dr. Busschau’s own argument is far from 
carrying conviction. It is regrettable that he has not chosen to 
produce the dispassionate and objective study of the monetary 
role of gold which his previous book shows him to be admirably 
qualified to write. 

Harry G. Johnson 

King^s College^ 

Cambridge, 

Marx, his time and onrs. By Rudolf Sciilesinger. Interna¬ 
tional Library of Sociology and Social Reconstruction. 
(London : Routlege & Kegan Paul, 1950. Pp. xi + 440. 
305.) 

There are two manners of bringing Marx “ up to date 
The first is that of Lenin in, for example, his essay on Imperialism . 
Here Marx is the author of a doctrine of revolution, and the 
practising revolutionary of the next generation must adapt the 
pronouncements of the accepted prophet to the changing situation. 
This manner needs no defence. There is no puzzle why Marx 
should be selected to be brought up to date, or why it is necessary 
to bring him up to date; the purpose of the project is clear, and 
the project itself is in the highest degree practical. All that the 
interpreter must avoid is the appearance of being a revisionist. 

For the second manner, Marx is the author of a scientific socio¬ 
economic theory, a set of ideas not all of which have worn equally 
well in the intervening century; and the task of the interpreter is 
to examine the more important of these in the light of what 
subsequent scientific investigations and the turn of events have 
produced. Marx was a social theorist of the nineteenth century, 
and to discern how much of his theory can withstand twentieth 
century criticism, to show what in detail needs correction, and 
how it may be corrected, is a reputable academic enterprise. This 
is the project of Dr. Schlesinger. 

But it is a project which needs some defence. Marx, like 
Comte or Buckle, was a social theorist; and when we are offered a 
work, such as this, of immense erudition, which invites us to 
embark upon a minute and critical examination of Marx’s ideas, 
it may perhaps be asked why this particular social theorist should 
be selected for a treatment which if applied to Comte or Buckle 
would be generally agreed to be eccentric, if not absurd. In the 
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history of European thought, Aristotle alone has received similar 
treatment ; and many chapters of history of Aristotelianism belong 
by general consent to the history of folly. 

Dr. Schlesinger’s answer is twofold. First, he suggests that 
Marx’s theory, in general, stands; it is true; the social transforma¬ 
tion foretold by Marx is in fact taking place : and when so much is 
true it is worthwhile to correct and bring up to date the details 
where Marx went astray. Marx is compared to Newton; until 
“ Einstein ” appears we must all be Marxists. Not everyone 
will find this answer convincing; to many Das Kapital appears to 
be more closely analogous to Burton’s Anatomy of Melancholy 
than to Newton’s Principia. But if for the sake of argument we 
accept Dr. Sphlesinger’s point of view, it would be difficult to 
imagine a more meticulous and scholarly examination of Marx’s 
ideas than is provided here In five Parts and nineteen closely 
argued chapters, the main tenets of Marxism are microscopically 
examined and scrupulously corrected. Those who are not 
actually carried away by the point of view will judge some of the 
meticulousness to be pedantry. 

Dr. Schlesinger’s second consideration is that, truth or error 
apart, Marx’s writings (and particularly Das Kapital) have been 
so influential that they merit treatment which would be absurd in 
the case of other less influential works. This, broadly speaking, 
is perhaps true. But when Dr. Schlesinger shows his hand by 
suggesting that Communism as a doctrine commands the assent 
of the majority of the class conscious inhabitants of the western 
world, he is either making a tautological statement or revealing 
a gross over-estimate of the influence of Karl Marx. The truth is 
that while certain individuals have, for a variety of reasons (some 
by genuine conviction of its truth), adopted the Marxist theory, 
no society has yet accepted it as a pattern of life except at the 
point of the sword, and many have resisted it when to resist 
entailed extinction. What is influential in the world to-day is 
not Das Kapital but the Russian army. 

But, whatever the value of the enterprise, it would be hard to 
find a writer better equipped that Dr. Schlesinger to carry it out. 
It requires an immense knowledge of the fortunes of Marrigm and 
the history of the politics of international socialism, and it nafis 
for a minute acquaintance with the critios of Marx, especially in 
economic theory; in both these fields. Dr. Schlesinger’s care and 
erudition never falter. On the whole he is stronger in continental 
than English history; but that perhaps is to be expected. And 
if it is not foolhardy to offer a summary conclusion for so long and 
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intricate a book, it may be said that, while others have detected 
this or that general shortcoming in Marx’s ideas—^failure to 
appreciate the force of nationality, exaggeration of the weakness of 
“ capitalism,” caricature of the class structure of European 
society, error about the early history of mankind, and so on—^Dr. 
Schleswiger has rummaged out, exactly defined and lovingly 
corrected every errancy of detail. 

Michael Oakeshott 

Nvffield College, 

Oxford, 

Civiias Humana : a Humane Order of Society. By Wilhelm 
ROpkb. (London: William Hodge, 1948. Pp. xi + 235. 
218 .) 

This is an unfortunate publication. It looks like a limp green 
text'book for a correspondence college, a manual for lathe- 
minders or a volume of mathematical tables. Ropke is Professor 
of Economics at the Graduate Institute of International Studies, 
Geneva, and his German peeps through the Englisli of his trans¬ 
lator with a dreadful squint. Occasionally it fails to make any 
sense at all. The notes at the end of the chapters often remind 
one of Count Smorltork. 

I (p. 169). The Reproach of Romanticism. Tlie 
expression ‘ Romanticism ’ would seem urgently to require a 
fresh interpretation ... 2 (p. 170). The Motorcar as a 
cultural problem. A satisfactory philosophy of the motor¬ 
car , . . would of course have to be carefully formulated 

Drastically pruned, done into decent English, with the notes 
relegated to the end, bound and printed with an eye to the 
reader’s aesthetic comfort. Professor ROpke’s work might stand 
a chance of reaching the public for whom it is intended. Moreover, 
it would then be worth a guinea. .It ought to reach as wide a 
public as possible, for it is essentially one of the most brilliant and 
humane works of spiritual diagnosis of our time. Even in its 
present unfortunate dress, it makes Karl Mannheim look one- 
eyed and Nicolas Berdyaev dreary. 

Wilhelm ROpke is a liberal—^a liberal after the style of Matthew 
Arnold—chastened by experience. He believes in Market 
Economy, or capitalism without tears. He wants the best of 
both worlds : private initiative and what he calls “ liberal inter¬ 
ventionism.” He sees capitalism as “ the distorted and soiled 
form which market economy assumed in the economic history of 
No. 239.—^VOL. LX. P P 
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the last hundred years.” Seeing “ the Market as the unsurpassed 
Master of (Calculation,” and any other method of calculation as 
involving the destruction of humane values at the hands of 
totalitarianism, he seeks what he calls The Third Way,” a way 
that is neither capitalist nor collectivist. He has the necessary 
boldness and eclecticism for the task. He asks us to put away 
“ democratic prudery ” and acknowledge frankly that not only 
private property, but also unequal property, is a pre-requisite to 
moral freedom and civilised living. He is prepared to go into 
alliance with federalists, distributists and (^atholics, winnowing out 
their social teaching from their dogmatics for the greater good of 
a free society. 

What lends. Professor ROpke’s book authority and authen¬ 
ticity, however, is the fact that its author is a man with roots in 
an ancient and beloved soil. The plea for the organic com¬ 
munity,” a humane order of society,” integration ” and so 
forth has been greatly discredited by the cosmopolitan sophistica¬ 
tion of its advocates. One feels, all too often, that the kind of 
society they profess to desire would be the very last kind of 
society in which they would be content to live. Professor ROpke, 
on the other hand, knows what he is talking about. He brings 
to bear the historic social experience of the Swiss upon the world 
of great states, monopoly capitalism, collectivist tyranny and the 
superstitions of scientism and technocracy. It is as if Jean- 
Jacques Rousseau, stripped of his egotism and made patient of 
detail, had returned to train once more the cannon of Genevan 
social democracy upon the shams and shibboleths of a Europe 
vhich has waxed wicked by a perverse, though legitimate, 
development of his own doctrines. Professor ROpke himself 
recognises in Rousseau the father of “ the democratic dogmatism 
. . . which breaks into a theory of totalitarianism . . . the worst 
despotism in the name of the sovereignty of the people,” and an 
exponent of the cardinal error of all ‘ radical thought ’ : that 
humanity is intrinsically good . . .” But, like Rousseau, he 
loathes the colossal ” in all its forms, the tool that turns in the 
hand of the man who made it, the undermining of individual 
initiative in the name of welfare, the withering of the roots of 
social affection, patriotism, and neighbourly love by the weed¬ 
killer of misplaced interventionism. 

Civitas Ihimana, as a diagnosis of our present ills, follows a 
familiar pattern. Many*others have exposed the disease of 
hubris of the intellect, the cult of the self-sufficient man, the latter- 
day superstitions of scientism and positivism, la trahison des 
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clercs; the soulless congestion and the degraded values of a pro- 
letarianised society. Professor ROpke docs all this, and does it 
better than most. His historical analysis of the process of 
disintegration of civilised and humane society in the West since 
the Enlightenment is masterly. But he does something more, and 
something more difficult. He defends reason against tlie 
rationalists, philoso])hy against the science against 

scientism, market economy against capitalism. A Protestant 
and a humanist himself, he makes no concessions to the iii- 
tuitionists, the transcendentalists, the neo-Tliomists or the 
hankerers after institutional authority in morals or politics. 
The attack upon the usurpations of scientism and i)ositivism in 
our day has been too often, and for too long, in the hands of the 
advocates of an older, and even more discredited, atithority. 
Here, at last, is the Protestant challenge. Civitas Humana has 
saved for us all that is best in the achievements of the modem 
spirit, and has shown us how to de])art from its barren courses 
without doubling ui)on our tracks. It is what uncommitted 
minds have been waiting for. Is it too mucli to hope that it may 
be retranslated, rc-titlod, severely pruned and put into the 
hands of as many peo])lo as possible in an attractive edition ? 

R. J. White 

Doivning College, 

Cambridge. 

Die thitwicldung der dusseren Kauflnifl des Frankcn in den 
Jahren 1925-'19;i8. By K. ISchneidek. (Bern : A. Francke. 
1949. Pp. xiv + 133.* S.fr. 14*40.) 

This book, which has for its central subject the overvaluation 
of the Swiss franc in the period 1929-3(), the last-ditch battle of 
the Continental gold block and the final devaluation in the 
autumn of 1936, has been given unexpected topicality by the 
devaluation of September 1949. It is interesting to speculate 
on the similarities and dissimilarities of the two events, but in any 
case this book well deserves to be known in its own right among 
English-speaking readers. 

The author starts wdth 1929, or in other cases 1925“29, as an 
equilibrium position, and retrospectively it is certainly remarkable 
in what degree over the five years 1925-29 the Swiss, British and 
United States data move together. By comparing Swiss whole¬ 
sale prices, retail prices and wage levels with the corresponding 
British and United States indices, and by a comparison of the 
home-produced and imported elements within the Swiss wholesale 
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price index itself, the author shows the ^steady overvaluation of 
the Swiss franc during 1929-36, reaching up to 35%. No 
elaborate statistical techniques and only the simplest theoretical 
tools are used, but the relevant facts are readily isolated by 
simple common-sense ” techniques—perhaps the author was 
fortunate in his subject matter in that respect. 

The analysis certainly brings out the amazing economic 
robustness of the Swiss economy. Think of an economy with an 
export quota higher than that of Great Britain which managed to 
postpone its devaluation by five years beyond the devaluation and 
foreign-exchange restrictions of its two principal customers and 
competitors and by three years beyond that of the United 
States; which could sustain price disparities much greater than 
those of Great Britain in 1925-34; which could sustain during 
five years a decline in exj^ort volume by over 50% and yet at the 
same time managed not only to maintain but even to increase 
its imports, in spite of a mild development of protectionist 
devices; which managed all that with a total balance-of- 
payments deficit in its current accounts which over the five years 
taken together did not offset its surplus in a single normal previous 
year, such as 1928 or 1929; which when it did in the end devalue 
did so with gold and exchange reserves much higher than in 
1929. An enviable country indeed ! 

The author himself does not seem aware of the strength thus 
displayed. To him the decline in exports, maintenance of im¬ 
ports and the deterioration in the balance of payments are signs 
of fundamental disequilibrium which go to prove that devaluation 
should have taken place much earlier, in 1933, 1931 or perhaps 
even in 1929. In particular, he completely fails to see the 
advantage derived by Switzerland through improved terms of 
trade. Good terms of trade are the one great advantage of over¬ 
valued currencies, and in particular conditions this may go a long 
way to offset their disadvantages. Using the tonnage figures 
provided by the author (admittedly imperfect substitutes for 
economic volume) one finds that the unit value of imports per 
ton fell between 1929 and 1935 by no less than 51%, while that 
of exports fell only by 15%. One would have liked to know what 
such an improvement in terms of trade meant for real national 
income and how far it offset the decline in home output and 
volume of foreign trade. The neglect of this countervailing 
aspect of the matter is the^chief weakness of this book. 

The book throws interesting incidental light on the over¬ 
valuation of sterling in 1926-31 and again in 1938 even in relation 
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to ‘‘dear Switzerland,” and also on the fact that productivity 
in Switzerland between 1925 and 1937 seems to have advanced 
at about the same rate as in Great Britain but at a lower rate 
than in the United States. 

It is interesting to note that even the extremely mild Swiss 
brand of protectionism was more effective in reducing imports 
than was the 30% devaluation of 1936. The long delay in 
devaluation is attributed mainly to the inflow of hot money which 
concealed the underlying disequilibrium from the Swiss authorities. 
Perhaps Sir Stafford Cripps should be thankful for the drain of 
foreign reserves, since this prevented any delay in correcting the 
overvaluation of sterling in relation to the dollar. 

It is a pity that the tables are not presented in constant prices 
(only current prices are given) and that no data of domestic 
output and employment are given. This makes it in i)laces 
rather difficult to examine the arguments and conclusions pre¬ 
sented by the author. 

It is to be hoped that this book will find English-speaking 
readers, and that perhaps it may stimulate similar investigation 
into the 1925-31 period in Great Britain and the 1929-33 period 
in the United States. The book is a triumphant vindication of 
the “ simpler economics.” Even simple tools purposefully used 
can give us a better understanding of the currency factor in 
international economic relations. 

H. W. Singer 

Lake Success, U.S,A. 

Langfristige Auslandskredite, By A. Radbrucii. (Tubingen: 

J. C. B. Mohr (Paul Siebeck), 1949. Pp. 222, DM 18.—) 

This book represents an important contribution to the 
literature on long-term international capital movements. If 
one realises the difficulties under which the author must have 
been working in writing it—only too jiainfully obvious from his 
scrappy bibliography—one is filled with respect for his scholastic 
achievement. 

The main theme of the author is that for smooth repayment, 
long-term international lending must lead to the ” formation of 
export capital,” i.6., to export-promoting or import-saving 
investment, and that general increases in productivity in the 
borrowing countries are not enough. In further investigation of 
the process of forming such export capital, the author stresses 
that the position is very different according to the economic 
structure of the borrowing country, and for purposes of further 
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analysis distinguishes between ‘‘ new countties ” (under-populated 
under-developed countries), “ half capitalistic countries (over- 
populated under-developed countries), and ‘‘ capitalistic over¬ 
consumption countries ” (industrialised countries in need of 
reconstruction). In his view, the prospects of repayment without 
transfer difficulties are best in the first category of the under¬ 
populated under-developed countries, provided that the original 
investment consisted in the promotion of primary commodities 
for exports, or of consumption-goods industries which substitute 
for imports. At the same time the author is aware of, although he 
does not perhaps stress sufficiently, the transfer difficulties which 
may arise even in the case of promotion of primary production 
for export in ujider-developed countries, as a result of inelastic* 
demand, and adverse changes in terms of trade. 

Repayment will be especially difficult in the case of recon¬ 
struction loans to industrialised countries, and the author favours 
methods of minimising repayment difficulties by governmental 
controls of the use of credits, as well as possible provisions for 
transfer in kind. The implied application of his views is that 
western European countries, and western Germany in particular, 
should be very careful in accepting new indebtedness to the 
United States. 

Most of the factual material is derived from Viner’s analysis 
of the Canadian Balance of International Indebtedness before 
1914, and from an analysis of German borrowing in the later 
1920s. 

If these conclusions appear very common sense or even 
humdrum, the argument leading up to them is interesting and 
often novel. One may feel that his initial assumption, that (even 
though foreign investment may be a continuous process) the 
individual act of investment must be assumed to be capable of 
repayment by individual real transfer, is a little too limited. As 
to the stage of transferring the credit to the borrowing country, 
the author agrees with Keynes that such transfer is a more or less 
automatic consequence of an active balance of trade on the part 
of the creditor country, and is not normally accompanied by a 
shift in the terms of trade favourable to the borrowing country. 
In this, one feels he is much more realistic than the prevailing 
view. Thus there is nothing to compensate for the subsequent 
unfavourable shift in terms of trade for the repaying debtor 
country. 

Now and then one feels that the author’s views on under¬ 
developed countries have an air of unreality. For instance, when 
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he explains the high rate of interest in the Amazon region as 
due to an anticipation of the high marginal efficiency of capital 
there, as soon as transport possibilities are improved,” this 
strikes one as extremely far-fetched. Surel}^ it is the scarcity of 
present eggs rather than the imagination of an abundance of 
unhatched future eggs which one has to consider ? 

H. W. Singer 

Lake Success, 1^,8,A. 

Marktwirtschaft und SovietwirtschafL Ein Vergleich. Von Adolf 
Weber. (Miinchen : Richard Pflaum Vcrlag, 1949. Pp. 
xvi -f 465. DM. 14) 

In this learned volume, Professor Adolf Weber of Munich 
University, who has survived the Nazi interregnum without loss of 
dignity, is comparing the performances of price systems regulated by 
consumers’ preference (Marktwirtschaft) with dictatorial allocation 
sj^stems (Befehlswirtschaft), managed either directly by a producer 
state, as in Russia, or indirectly by government decrees as in Nazi 
(Germany. His yardstick is composed of “ quantitive output,” 
“ distribution according to economic merit ” andsocial security,” 

The first section describes the rise and the functions of the 
modern price system and evaluates its results. Professor Weber 
has not constructed a model which would run smoothly, since all 
essential suppositions for its proper working are being fulfilled, but 
which has existed nowhere. His price system functions within a 
concrete society composed of associations of consumers, workers, 
ow ners of capital and entrepreneurs wffiich is connected with other 
societies. It naturally reflects pre-war Germany more vividly 
than Britain or the United States. After a short discussion on 
the difficulties inherent in every “ Dictatorial Economy ” the 
Nazi economy, as representative of an indirect dictatorial economy, 
is analysed. Its “ barrack-room socialism ” did not subvert 
Germany’s social structure, but it made it function by orders from 
above. This chapter, desejibing the application of army govern¬ 
ment to the economics of a civil society, is perhaps the most 
instructive part of the book; it succeeded—as Professor Weber 
dispassionately observes—in the short run, its objective being 
preparation for waging a war. 

The final section deals wdth Russia’s “ Direct Dictatorial 
Economy,” its rise and organisation, its accumulation of capital, 
its rewards for labour, and with the role of money, price and credit 
played in it. Professor Weber’s conclusion, that neither exploita¬ 
tion nor inequality have ceased, is inevitable. As capital accord- 
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ing to Marxism has to be accumulated by exploitation, peasants 
and workers must be exploited. Communist doctrine is, moreover, 
not really egalitarian. The concept of equality is derived from the 
Christian belief, that all men are equal before God in as much as 
their immortal souls are of equal concern to Him. The communist 
slogan, “ from each according to his ability, to each according to 
his needs,’’ is anything but egalitarian. It could be called so only 
on the assumption that everybody’s needs and everybody’s 
abilities were equal, and in that case, why stress distinctions? 
Professor Weber’s learning and impartiality are conspicuous; yet 
he need not have taken the testimony of the Dean of Canterbury 
very seriously. He has written an excellent text-book on concrete 
modem economics. 

It is hardly his fault that he has been unable to answer un- 
equivocably the question he himself had posed : which system 
gives the better performance ? The two pursue diametrically 
opposite ends. The price system is a wealth and welfare system; 
the Soviet system is a war system. Its main object is not the best 
distribution of a maximum output, but ^ maximum output of 
non-productive war goods, and the satisfaction of individual 
consumer’s wants to the degree only that is necessary for reaching 
this maximum. This policy must affect total output unfavourably, 
since the production chain snaps when a tank rolls from the 
assembly line, but runs on in the case of a tractor. The lack of 
incentives in the shape of ample consumers’ goods must lower the 
productivity of labour. Russian statistics are too much manipu¬ 
lated to make possible a detailed comparison between output and 
effort. Yet in agriculture, where the technical revolution has been 
most thorough, the answer seems clear : estimated wheat yields, 
which at 11*9 bushels per acre in 1935-39 were not much below the 
13*2 bushels of the United States, have fallen to 10*8 bushels 
in 1948; in the United States they have risen to 18*4, and in 
France from 22-8 to 27. 

Russia, even to-day, has large undeveloped resources. She 
has remained a scarcity economy, the needs of which must be 
satisfied by squeezing greater surplus value from her subjects 
than in mature price economies, who can draw on their predeces¬ 
sors’ accumulations. In these circumstances Russia is always 
“ over-employed.” As labour can be shifted anywhere, Russia 
can have no large-scale unemployment. The Soviets have divided 
their labour force into the slicky and the completely mobile; the 
latter, the millions in labour concentration camps, can be ordered 
about at will, thus allowing relative immobility to the former. By 
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the nature of things Professor Weber’s yardstick has but limited 
applicability; he has used it as well as the available material 
permitted. The result certainly bears out his personal ]>reference 
for the price system where human values are concerned : even in 
the apparently completely depersonalised society of Soviet Russia, 
happiness remains subjective; but no gauge for measuring it has 
yet been devised. 

M. J. Bonn 

London. 

Friedrich List. By Carl Brinkmann. (Berlin and Miinchen : 

Duncker & Humblot, 1949. Pp. 359. DM. 16.) 

Friedrich List was one of the most remarkable men of 
nineteen-century Germany. Civil Servant; professor; agitator 
for a customs union; political prisoner; emigrant to the U.S.; 
coal-mine owner ; railway buDder; American Consul after his 
return to Germany; financially unsuccessful railway promotor in 
Germany, France, Belgium and Austria; new.spaper owner, 
editor, journalist ; advocate at a Central European Union and of 
an Anglo-German alliance; author of brilliantly vTitten books— 
chief among them the bible of modern economic nationalism— 
Das System der Nationalen Arbeit \ and finally, after hopeless 
defeat in all schemes, a suicide before his sixtieth year. Few^ 
lives have been so full of adventure, glory and tragic failure, and, 
after his death, of lasting influence. The Germans revere him as a 
great democratic patriot who, but for the narrowness of their 
political stage, would have become a leading actor in world affairs. 
They see in him a great theorist, who ranks near, if not above, 
Adam Smith or Ricardo. 

The List Society, founded in his honour, has published a 
monumental edition of his works, including his voluminous 
correspondence. Making good use of this vast material. Professor 
Friedrich Lonz produced in 1936 a scholarly biography of List, 
showing the man and his work in the setting of the age in which 
he lived. Now Professor Carl Brinkmann of Tubingen has again 
gone over the same ground. He has produced a very readable 
book, bringing out a number of hitherto unknown details, and 
interpreting anew some well-known facts. He has sought to paint 
his hero’s portrait against the sociological background, and to 
demonstrate once for all the important role he has played as 
discoverer of novel economic truth. The List who emerges from 
his pages, possesses an original mind, capable of brilliant intuitive 
flashes, great gifts as a writer, imagination and at the same time a 
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flair for business. But he is arrogant; impatient, uncouth, 
boastful, unsteady, not always truthful, both cunning and naive; 
there may even be a pathological streak in him. One begins to 
understand from Professor Brinkmann’s ample quotations, why 
this man, who started under favourable auspices, and whose 
evident genius impressed many first-rate contemporaries, ended 
his life in despair. He was an upright democrat, with an almost 
wild-western unconcern for the conventions, yet, being without a 
steady income, he had to try hard to get Government employment. 
One begins to doubt whether this robust dreamer of dreams, a 
blend of Main Street and Bohemia, would have fared better in 
more favourable surroundings; for he was not good at team work. 
Professor Brinkmann does not make his hero’s portrait more* 
attractive by sprinkling it with gushing laudatory ej^ithets ; 
grandiose, magnificent, full of genius, marvellous, artistic and so on. 

There have always been two types of economists : those who 
pursue concrete political aims and fashion theories to justify 
policies, and those who analyse the structure and functions of a 
society with the object of understanding it, who do not mind 
whether or not their principles are used for directing x)olicies. 
List belonged to the first grouj). He was a very brilliant economic 
|)olitician who should be com])ared to Cobden rather than to 
Smith or Kicardo. A great agitator, ho was quite justified in 
claiming to have discovered fundamentally novel truths, such as 
the theory of i)roductive forces, or a yiatimal economy as opposed 
to a political or cos7nopolitan (universalist would be a better term) 
economy. Professor Brinkmann accepts, nay even enlarges, these 
claims. Yet the assumption that the British “ Classics ” were 
bent on constructing abstract theoretic models of universal 
validity, is hardly correct. They analysed the economic structure 
of British society, which at that time was the most advanced and 
most complicated economy—though Adam Smith did not limit 
himself to this task. Their theories of population, rent, foreign 
trade or colonisation are not based on static conditions. The 
concept of a national economy underlay the Physiocrat system; 
it was much more uncomprisingly adopted by Fichte or by Adam 
Muller than by List. 

Professor Brinkmann makes it difficult for one to do justice to 
List, by hoisting him into a jJace where he does not belong, and by 
endowing him with almost superhuman qualities of intuition and 
j)rescience. He tries to persuade one that List had discovered 
nearly everything worth discovering in economics, so that one’s 
task seems almost to be limited to developing List’s findings. 
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List’s influence on economic policy was enormous. He 
materialised nationalism—^Professor Brinkmann would probably 
say he spiritualised materialism. His theory of the protection of 
infant industries was acclaimed all the world over, wherever an 
attempt was made to start an industrial revolution; even free 
traders have accepted it. Yet it may have done infinite harm. 
It accelerated a process in many countries, the ultimate results of 
which would have been far less upsetting had tlu^y been more 
gradual. It may soon be outmoded, for the Communists have 
devised far more effective methods for industrialising backward 
Iieoples. 

M. J. Bonn 

London. 

British Railways and Economic Recovery. By Kenneth H. 
Johnston. (London : ( lerke & Coekeran. 1949. Pj). 

:]r)2. 18.S-.) 

Mil. Kenneth Johnston has ])erformed a remarkable feat 
of abstraction. He has managed to bring out in 1949 a book 
recommending the nationalisation of railways as a cure for the 
alleged extravagance and inefficiency with which the amal¬ 
gamated eomi)anies were operated before the war without dis¬ 
cussing the Trans]>ort Act of 1947, and witlumt even mentioning 
the fact, except by the way and then only indirectly, that the 
British Railways have been publicly owned since January 1, 
1948. He states at length a case for wholesale electrification as 
the j)rinci]ml means through which British Railways might make 
their contribution to economic recovery, without considering the 
limits which have had to lie placed on the nite of new' cai)ital 
investment in Great Britain since disinflation became the official 
policy in 1947. Instead he prefers to rely upon arguments 
taking us back long before the First World A\'ar and u])on some 
bare co'mimrisons of rates and fares in Great Britain with other 
(nationalised) railways abroad. 

The reviewer is certainly attracted by the author’s vision of 
a wholly electrified system. Mile-a-minute j)assenger trains 
betw^een all principal towns, departures every half hour and 
through braked freights running at express jiassenger speeds 
kindle admiring memories of the (privately owned) Pennsyl¬ 
vania Railroad’s operations between Washington, Baltimore, 
Philadelphia and New York. He agrees also with much that Mr. 
Johnston has to say. But he dislikes the author’s way of saying 
it, the length at which it is said and the frequency with which the 
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same points are made over and over again. Polemical argument, 
for that is the main content of this book, grows tiresome when 
expanded to 300 pages, many of which contain extreme and 
unproven assumptions—that the road-haulage trade does not 
lend itself to a stable and competitive organisation, for example, 
and that there is nothing which privately operated railways 
have done which would not be better done and more cheaply 
under State ownership (both on p. 55). The case of the Penn¬ 
sylvania Railroad just cited certainly contradicts the second piece 
of dogma. Was it also really necessary to devote so much of the 
last part of the book to a demonstration that two pamphlets 
issued by the amalgamated companies just after the war and 
before nationalisation were pieces of audacious and misleading 
propaganda ? 

The reviewer cannot share the conviction that the greater 
economy of burning coal in power-stations rather than under 
locomotive boilers will lead to the spectacular reductions in 
railway costs foreseen by the author. The i)rincipal ingredient 
to-day in railway outlays is labour, and in a high-wage economy 
it is labour which needs to be economised far more than those 
limited resources of unmined coal which Mr. Johnston is so 
desperately anxious to conserve. Final judgment in any case 
on the advantage of railway electrification will have to wait on 
exi)erience, and this, with current restrictions upon capital invest¬ 
ment and a heavily overloaded electric-generating plant, may 
be long in coming. 

It would no doubt have been a great advantage to have had 
the railways electrified before the war, when times (as we now see 
them) were so propitious, but that they were not is as much the 
fault of national policy as a failure of the railway managements. 
None of the amalgamated companies by themselves were, it is 
true, prepared to undertake so ambitious a venture. But can 
Mr. Johnston really imagine, in those days of national economy 
campaigns, that any nationalised undertaking would have had 
the courage or the audacity to do so ? It would no doubt also 
be an advantage if the railways could be electrified forthwith. 
But it is certainly not true to say that electrification would cost 
little while housing costs so much (pp. 43-4). Resources con¬ 
sumed in electrifying railways cannot be used to build houses; 
and, hx an argument which the author chooses to base on con¬ 
siderations other than ecoftomic, it is not always easy to see which 
is the better use for our necessarily limited resources. Would 
Mr. Johnston, for example, allow us to appeal to the consumer ? 
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With qualifications, many economists might accept marginal 
cost as a convenient rule of rate making and some, no doubt, 
will accept Mr. Johnston’s further proposition that railway over¬ 
heads could with advantage be undertaken by the State. But 
right at the outset, in the first two chapters, the point is made that 
a loss to the railway administration consequent upon the offer 
of very cheap transportation is adequately offset in the national 
accounts by the advantages accruing to those who enjoy the 
new and extended facilities for carriage. Mr. Johnston wants 
rates and charges to be fixed by economists. He would, I 
imagine, be disappointed in the advice he might receive. Few 
economists to-day would claim, as one of its principal advantages, 
that nationalisation (p. 321) makes possible an extensive operation 
of services, necessary for “ sociological ” reasons but commer¬ 
cially unprofitable—the services needed, for example, to improve 
public health; to secure better distribution of population 
throughout the countryside; or to bring within reach ‘‘the 
wonderful sunshine belt of the Morayshire coast (p. 237). 
Mr. Johnston describes his work as a ‘‘sociological” study of 
the transport problem, principally, it appears, l)ecause he refuses 
to be confined by questions of cost. His abiding passion is 
passenger transport by rail. Great Britain, he claims, is practic¬ 
ally ” unique among the railways of the world in that passenger 
traffic is run for a net profit (p. 228). Such indeed is Mr. John¬ 
ston’s enthusiasm for movement that his Utoj^ia appears at one 
point (p. 243) to be a country in which fares are reduced to a 
fraction of a penny per passenger mile and everybody, in a 
state of perpetual motion, spends all their time traveUing by 
train in order to provide the traffic necessary to justify the low 
rates. 

Mr. Johnston has written a one-sided and long-winded book; 
but one which is often interesting and will make an amusing 
addition to the railway addict’s shelves. His pages are filled with 
quotations from a rich variety of sources reaching back to Mr. 
Gladstone’s Act of 1844. The serious student will find very little 
about the British Railways to-day, and nothing at all about the 
country’s economic recovery; but the seeker after the curiosities 
of railway literature will be rewarded once he has overcome the 
deficiencies of the index and accustomed himself to the vagaries 
of the author’s arrangement. 

Gilbert Walker 

University of Birmingham. 
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Incentives and Management in British Industry, By R. P. 

Lynton. (London : Routledge and Kegan Paul, 1949. Pp. 

viii + 212. 15^.) 

Mr. Lynton detonates (p. 3) at the spectacle of ‘‘ the frenzied 
search for new incentives. . . . Factories are painted and canteens 
installed, sports grounds acquired and training schemes begun; in 
the same cause workers have periodically to gloAver across a table 
at Management, and foremen are taught to smile . . . one result 
is clear, that the term incentives has acquired so many meanings 
that it has become meaningless.” In this pleasant vein Mr. 
Lynton has most successfully co-ordinated the observations of 
government reports, private inquiries, articles and letters to the 
Press. Many readers will be grateful to him for putting them on 
the track of these sources of information and some of their gist. 
But this method of presenting the situation carries the danger that 
the authorities quoted may, and in this case do, vary considerably 
in credibility and in the legitimate scope of their observation. 
When reading this work it is essential therefore to keep an eye 
on the references—a process made none too easy by putting 
them all at the back of the book chapter by chapter without 
giving the number of the chapter at the head of the page in the text. 
The width of Mr. Lynton’s reading, undoubtedly, is valuable in a 
field where, as the author fully,realises, true research falls so far 
short of the possibilities. The author has thereby enriched his 
thesis and put it on a broad base. 

Briefly, Mr. Lynton’s thesis is that the question of industrial 
incentives is bound up with total man, the total situation in a 
factory, and in particular with the general scope and practices of its 
management. The worker is not just a mechanism who reacts 
only to incentives, but a member of a group with certain attitudes 
held over a long period of history. As factories have become 
larger these groups no longer identify themselves with the whole 
business unit, and special organisation is now needed to re¬ 
integrate workers into the running of the firm. The large factory 
has a hierarchical structure, and integration is necessary at several 
levels of authority. Joint consultation should occur at shop level 
before the petty grievances of the shop floor are allowed to obstruct 
and exacerbate the discussion of general principles in the supreme 
Works Council. By the same token, the individual factories and 
firms should be allowed grater scope and not be tied down by uni¬ 
form hours, wage rates and conditions imposed on them by Factory 
Acts or collective agreements for the whole industry. Factory 
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moralb has suffered by the compulsory imposition during the war of 
personnel officers and (p. 166) “ a particular form of joint 
consultative machinery.” Such uniformity is, in the author’s 
view, restricting severely the scope for good management. To 
quote the last sentence of the book; “ Finding and applying 
the best incentives in their factory and workshops is, and 
will therefore remain, the responsibility of each individual 
management.” 

One reader at least was left with the impression that this ending 
had led him full circle to the beginning of the book : the “ search 
(though perhaps le.ss frenzied) for new incentives ” (a meaningless 
term). But undoubtedly in the course of the trip he received 
some valuable impressions. 

Mr. Lynton gets his problem into historical perspective 
(Luddite, however, is (p. 8) the word, not Tolpuddle). He makes 
good use of the latest authorities in the social sciences, though 
reliance on the hot gospellers among them has perhaps led the 
author to push economic incentives too far into the background. 
He rightly stresses the importance of getting back to a position 
where the amounts of earnings are connected with f<he amounts and 
values of work done in any particular industry’, but, following the 
lead of industrial psychologists, he is weak in visualising the 
nation's whole economy. The deterrent effect of unemployment 
may, as he says (p. 68), still far outweigh its effects as an incentive; 
but there can certainly he a state of over-full employment in which 
no incentive is offered to the mobility required by changes in the 
international position of the country as a whole. In short, though 
Mr. Lynton is right to stress psychological factors to the great mass 
of employers, still ignorant as the “ result of a general preoccupa¬ 
tion with technical issues ” (p. 6), his argument is somewhat lop¬ 
sided for the general reader. More attention to economists and 
relatively less to psj'chologists is called for at this time of national 
crisis. The citizen reader, without an industrial background to 
put him wise, will fail to appreciate from this book that the piece- 
wage, based on a proper time-and-motion study, though a rarity, 
is a most powerful stimulus to productivity; and that a differen¬ 
tiation in wage-rates, even to the point of being thought unfair, is 
still the handiest motive power for the redeployment of labour that 
is so urgent to-day. 

P. Sargant Florence 

The University of Birmingham. 
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Industrial Peace in our Time. By * Hitbbet Somervell. 

(London : Allen & Unwin, 1950. Pp. ix + 224. 165.) 

The title of this book gives little idea of its contents. It 
deals only incidentally with the pi'eservation of industrial peace. 
Its main concern is with establishing a new industrial order in 
which adequate incentive wdll exist to secure more abundant 
production. The author sees the root of the problem in the 
present system under w^hich the owner of capital employs both 
management and labour for a wage, reckons them as a cost of 
production and is entitled to all the profits from the sale of the 
finished product. 

The solution here suggested is not State ownership of 
industry, but rather a system under which the centre of control 
would pass from the functionless capitalist owner—who, it is 
gathered, would, however, still sup])ly the capital—to the 
managers and workers. Frequent reference is made to signs of 
revolt on the part of management against their present obliga¬ 
tions to the owners of capital, but the author does not indicate 
who, under his scheme, wnuld be charged with the appointment 
and removal of management. It may be that he merely favours 
the tendency, wiiich is already evident in some of our largest 
companies, towards the functional board of directors, but one feels 
that his advocacy of the shifting of control is rather a slogan than 
a plan. 

The real purpose of the book is to advocate a new system of 
remuneration to be known as Federal Share Production remunera¬ 
tion. Even here the author emphasises that he has worked out 
no hard-and-fast scheme and that institutions must grow from 
experience. In the main, how^ever, he favours the methods of 
remuneration and the relationships which have been established 
in the organisation of the Nunn-Bush Shoe Company in the 
U.S.A. His fundamental point is that labour and management 
should be regarded as partners in industry, that this is impossible 
so long as they are treated as costs of production and that their 
natural reward is, and should be recognised to be, not wages 
but a share in the added value contained in the finished product. 
While the actual distribution would vary from industry to 
industry and even from product to product, he cites, as an example 
of what might be contemplated, 84% to labour, 12% to manage¬ 
ment and 4% to capital. He makes no reference to a not 
dissimilar scheme which, apart from the assignment of a separate 
share to management, operated in the coal-mining industry in 
Britain from 1921 to 1944. It certainly failed to produce the 
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results which he predicts for his scheme of Federal Share 
Production. 

No doubt, however, the author would maintain that, if the 
new spirit in industry is to be achieved, his scheme must be taken 
as a whole. It involves, for example, to mention only a few 
points, that workers would be guaranteed employment in the 
enterprise between the ages of, say, twenty-five and fifty-five or 
sixty; that they would be subject to retirement at sixty-five and 
compulsorily retired at seventy with State pensions supplemented 
from contrib\itions paid by employing companies ; that dismissals 
should be only by agreement between Work Share Unions (the 
new name under tlie scheme for trade unions) and management 
or, failing agreement, by arbitration; and that alterations in 
the selling price of the finished product should be subject to 
agip-ement by the union. 

Unemployment, the author contem])]ates, would be limited 
under the Shai'e Production sj^stem because workers would 
automatically receive and readily accept lower money wages as 
trade recedes. The effects of such unemployment as emerged 
would be mitigated by short-time working and the supplementa¬ 
tion of earnings from 8tiite unem])loyment-insuraiice fundvS. 
Legal direction and economic sanctions to secure mobility of 
labour are both rejected. Instead, there would be a system of 
organised self-direction. This wnuld be done by Work Share 
Unions in over-manned industries encouraging workers to move 
to under-manned industries. Regional affiliations of Share 
Unions could, the author contemplates, do this much more 
efficiently than the present system of Labour Exchanges; central 
affiliations of Share Unions would deal with central problems of 
location and distribution of industry. 

It should perhaps be mentioned that t he proposals include also 
a radical reconstruction of the trade-union movement. The 
Work Share Union w'^ould be primarily a local organisation 
integrated into the company structure, and the focal point of 
union power would be in this local organisation. Central union 
organisation would still exist but would act in an advisory and 
co-ordinating capacity, concerned mainly with the larger problems 
of the industry/’ 

A new approach such as this to the problems of industrial 
relations is refreshing and stimulating. In the going the author 
draws attention to many of the difficulties w^hich are at the root 
of conflict in industry. Some of his suggestions in isolation and 
applied to suitable units in industry might well be the subject of 
No. 239.— ^VOL. LX. Q Q 
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further experiment. Of his scheme as » whole and applied to 
industry in general it is perhaps sufficient to quote a phrase of 
the author’s (used by him it is true in quite a different connection) 
that “ it is beyond the power of imagination to predict what the 
outcome might be.” The outcome is unlikely to be tested. 

H. S. Kibkaldy 

Queens' College, 

Cambridge. 

The Building of Satellite Towns. By C. B. Purdom. (London : 
J. M. Dent & Sons Ltd. Pp. 532 + xx. 42s.) 

This is a large, expensive book, inevitably so, since it contains 
maps, plans and photographs which are really needed to illustrate 
the text, and in particular the growth of the two Garden Cities 
at Letchworth and Welwyn. Mr. Purdom, as Sir Theodore 
Chambers writes in a Foreword, has the advantage of having taken 
an active part in the initial phases of both cities; indeed he was 
for some time finance director at Welwyn. No doubt both cities 
owe their origin mainly to Ebenezer Howard, who has been 
called “ A dreamer who saw his dreams come true,” for his book— 
Carden Cities of To-morrou ^—first made the idea popular. It is 
probable that the Town and Country Planning Act, with its 
development charges, has closed the door to private enterprise, 
so New Towns will be promoted only by the Minister at the tax¬ 
payer’s expense. 

Both Letchworth and Welw}^ involved their ordinary share¬ 
holders in serious financial sacrifices, at least in the earlier years; 
but the promoters were not actuated by the profit motive. At 
Letchworth they had to wait ten years for the first payment of 
1%, and another nine years before they received their maviniiini 
dividend of 6%; but the debenture and preference interest was 
always paid. In 1946 the Board paid off all the arrears of ordinary 
dividend, and now it appears that the property of the ordinary 
shareholders is worth a great deal more than the share capital 
of £260,000. 

At Welwyn the story is less cheerful; there have been two re¬ 
constructions, the second wrote down the ordinary shares from 
20a. to 2a., and turned the debentures into ordinary shares of the 
same nominal amoimt. Then came the enormous rise in the 
money value of houses, and quotations jumped to “ 60a. to 66a.” 
Mr. SiUdn resolved to turn Welwyn into one of his New Towns, 
so the shareholders had to be bought out on a fair valuation of their 
property. Even so the original shareholders do not get back 
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much more than a quarter of their money; the debenture-holders, 
who thought themselves badly treated in the second reconstruction, 
have actually gained from it. 

Perhaps the cliief merit of this book is its history of the two 
Cities, and the lessons which may be learnt from two of the most 
interesting philanthropic social experiments in Europe. Mr. 
Silkin’s New Towns are based on the experience acquired in 
Hertfordshire; the taxpayer may feel annoyed at the difference 
in cost between privately and publicly organised Garden Cities. 
Mr. Silkin appears to have spent a pound where the two Boards 
would have spent half a crown. 

A town plan, Mr. Purdom insists, is not final; it is “ a living, 
changing thing;—when it appears to be finished, it has to be started 
all over again.” Another of his points is that a garden city ” is 
not the same as a garden suburb, although the two things are often 
confused, especially in France, where the “ Cite Jardin ” is nothing 
but a suburb laid out on “ garden city lines,” as the planners of 
housing estates call them. A Satellite Town, too, must be 
legally independent of the parent city; it must have its own 
local government, and its own “ social, commercial, industrial 
and residential centres.” Le Corbusier’s ideals, although sug¬ 
gestive, will not do, and his sixty-storied sky-scrapers are a 
monstrosity. In this country Wythenshawe and Speke are 
mere suburbs of Manchester and Liverpool. 

Mr. Purdom reviews the reports of various Committees and 
Royal Commissions, concluding they meant well but failed to 
have much effect, although they adopted the “ garden city idea.” 
In particular, the Barlow report (1939) urged the decentralisation 
and dispersal of population and industry; but it was informing 
rather than constructive. Then came the Uthwatt report on 
Compensation and Betterment, with its absurd proposal to fix 
the price of land at the values of March 31, 1939. What would 
the T.U.C. say to wages fixed at 1939 rates ? Sir Leslie Scott’s 
report on Land Utilisation in Rural Areas was ‘‘ a first-class survey 
of rural planning,” with a ” useful discussion of green belts.” 

Mr. Purdom looks on Satellites as a necessary precaution 
against a third world war, and he wants far more than the pro¬ 
posed twenty (perhaps 200) of them, and they should be dis¬ 
tributed throughout this island. Unsuitable sites may be chosen, 
indeed the choice of sites is one of the main difficulties; so much 
is needed, a railway, roads (but not a trunk road), drainage, 
water and gas supply, electricity and so on. Town-planners 
differ about the density of houses per acre; Mr. Purdom supports 
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a more compact ” arrangement than the Reith Committee’s 
2,500 acres for a population of 30,000, observing that Letchworth 
and Welwyn, designed for 35,000, have built-up areas of 1,876 
and 1,601 acres respectively; but each “City” has an agri¬ 
cultural belt as an essential part of the plan. An old town or 
village does not make a good site for a new town of 30,000 or 40,000 
inhabitants, since the existing lay-out is certain to be unsuitable, 
and a new lay-out means the destruction of many good houses. 

J. E. Allen 

Cambridge. 

Urban Land Economics. By R. U. Ratcliff. (New York and 
London : McGraw-Hill, 1949. Pp. xii -f 533. 4:18.) 

This is a book which one receives with high expectations, for 
three reasons. First, the subject, although full of interesting 
economic problems, is neglected, relatively to agricultural econo¬ 
mics, in a degree which is one of the most outstanding examples of 
the “ institutional time lag ” in the history of economic thought. 
Secondly, the book is of a monumental architecture, covering the 
whole field of housing, building, location of industry, town 
planning, and urbanisation, in addition to the narrower field of 
urban land economics. Thirdly, the author, who is Professor 
of Land Economics in the University of Wisconsin, is a well- 
known authority in this field who has made previous valuable 
contributions. 

All the same, this is a very disai)pointing book. The structure 
is massive enough, but the more one looks at the details the less 
impressive it becomes. It is true that there is a good deal of 
common sense in the book, and some discussions, such as the 
limitations of a “ filtering down ” policy in housing, contain 
much original thought. But the reader feels smothered under a 
flood of institutional and other detail, and the ponderous mass of 
data presented is made to appear even more ponderous by the 
cumbersome style employed. One cannot help feeling that 
sometimes the book borders on the obscure and the platitudinous. 
Thus it seems hardly necessary to include sentences such as these, 
“ Restaurants and lunchrooms vary widely in the quality of the 
food and service offered and in the price level of their menus ” 
(p. 131), or again “ In some cases, of course, provision must be 
made for shopping districts to serve the householders in the 
neighborhood ” (p. 168) of again “ To the extent that market 
activities fail to yield balanced and satisfactory results, the 
market may be said to be instable and imperfect ” (p. 281). 
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Perhaps the most charitable assumption which can be made is 
that the book, according to the publisher’s notice, is intended as a 
foundation work ‘‘ which is fundamental but not elementary.” 
The job of combining an elementary introduction into the subject 
for undergraduate students with the institutional data and basic 
analysis is almost super-human, and it appears that Professor 
Ratcliff’s method of squaring the circle has been to shove into the 
book anything which might be of interest to anyone at those 
three different levels. 

As it is, there are a number of tantalising general propositions 
on important economic points for which one would want proof. 
For instance, it is stated (p. 48) that “ the decline of wholesaling 
activities and the increase in direct buying from the manufacturer 
have resulted in the diminishing of an important urban function.” 
What is the evidence for this ? Is it really true that wholesaling 
has become less important ? Or again on the next page w^e read 
that : “ The lower labor costs in the smaller communities reflect 
not only lower wage rates but also greater productive efficiency.” 
Again, what is the evidence for this ? Is it true that productive 
efficiency in smaller communities is higher ? The book is dotted 
with statements of this sort on wdiich one longs to know the 
author’s evidence. Especially important but also specially doubt¬ 
ful is the author’s assumption that rents are more sensitive than 
other real-estate prices. This seems to contradict previously avail¬ 
able evidence, certainly that derived from British data, and one 
would like to know what evidence there exists. It would certainly 
make a great deal of difference to the theory of urban land value*. 

To the British reader, the book will be valuable for its factual 
information on American institutions. It is entirely written 
from American experience for American readers. It throws 
comparatively little light on the problems circumscribed by the 
Barlow, Scott and Uthwatt reports or on the mysteries of 
“ floating value.” It is, however, interesting to note that 
Professor Ratcliff states tliat “ it was customary in sub-dividing 
to anticipate utilisation by some thirty years ” (p. 307) and to 
find him quote an instance where it w^ould have required 
1,627 years at the normal rate of urban growth to absorb 
the unused lots prepared for building. This strongly suggests 
that “ floating value ” must have been very strongly developed 
in the United States through much of its economic history. 

In connection with the problems raised by the Town and 
Country Planning Act of 1947, one takes note with interest of 
the argument that income from urban land is not unearned, 
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since land is not a unique factor of production but should be 
treated like labour and capital, and hence that rent is a measure 
of contribution not of extraction or of reduction. To the present 
reviewer, however, this argument seems beside the point. It is 
certainly true that land is inextricably mixed up with capital 
improvements, and it is also true that the only reason why rent 
is obtained on land is that it is a source of satisfaction; yet it 
remains true that the particular owners of particular pieces of 
land have done very little to place themselves in a position to 
satisfy the particular sorts of satisfactions flowing from the use of 
their particular piece of land. In that personal sense, if not in a 
functional sense, income from urban land rents may legitimately 
be called ‘‘ unearned,” and the principles embodied in the Towfl 
and Country Planning Act may be defended. 

The book is entirely based on American literature. The only 
passing reference to British conditions seems to be a recommenda¬ 
tion of the practice to include estimates of quantities with the 
invitation for bids on local-government contracts. This practice 
is apparently little known in the United St^^tes. The British reader 
will, however, be filled with envy in noting from the book the wealth 
of information available from the United States housing census on 
matters entirely left aside by the British census, such as rents paid, 
equipment of houses, mortgage conditions and the like. On the 
other hand, one notes that in spite of the United States superiority 
in statistics the forecasting of housing needs seems to be just as 
hazardous and ill-founded an undertaking as it is in Britain. 

It will also be of interest to the non-American reader to find 
the author describe such attitudes as “ absence of sentimental 
ties,” “ social heterogeneity ” and “ taste standardization ” as 
typical of United States urban—^as distinct from rural—civilisa¬ 
tion. Outside the United States, one is too apt to consider such 
qualities as typical of American conditions in general. 

H. W. Singer 

Lake Success, 

New York. 

The Market far College Oraduates. By Seymour E. Harris. 
(Harvard University Press (London: Geoffrey Cumberlege), 
1949. Pp. 206. 32^.) 

There are now about 2-5 million students enrolled in in- 
♦ 

stitutions of higher learning ” in America; if enrolment is held 
at this figure there will be about 10*6 million graduates twenty 
years from now. But the President’s Commission on TTighar 
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Edudation has recommended that enrolment be raised to 4-6 
millions, which would produce about 14-5 million graduates 
twenty years hence. It can also be calculated that “ in fifty 
years one-third of the adult population would be college graduates 
while one-half would have had at least a junior college education.’’ 
With this in mind the author has made an elaborate analysis of 
the posts now filled by graduates, and is able to show that, even 
if enrolment is not increased, graduates must soon be content 
with posts carrying less salary and less social prestige than those 
held by their predecessors. 

The author’s object is to establish the facts and to drive home 
the conclusions so far as careers are concerned; would-be students 
and their parents should, he holds, be fully aware of these pros¬ 
pects. He has no doubt that the nation can bear the expense 
even of the larger programme, and, in general, he thinks it right 
that the country should take out j)art of its gains in higher 
education. He has concentrated his attention on the problem 
of careers, though he does say that the programme ‘‘ would result 
in a serious deterioration of standards unless the institutions of 
higher learning provide suitable curricula for others than those 
with ‘ verbal a])titudes.’ ” He also makes it clear that his 
thoughts run in the direction of ‘‘a greater concentration of 
junior colleges and possibly the ultimate elimination of the four- 
year colleges , . . which may well be converted into either two- 
year colleges or universities.’' 

Because higher education has been extended much further 
in America than elsewhere, Americans are faced by a situation 
without precedent. But it is by no means too early to look into 
our own case. On the one hand we estimate the number of 
doctors, chemists, engineers and so on which the country needs 
and attempt to adjust the number of students accordingly. 
On the other hand, what Professor Harris says of America is also 
true of this country : “ equalisation of opportunities and the 
removal of economic, regional, racial and other barriers to higher 
education is an objective towards which the country moves.” 
In pursuit of this objective it is widely held in this country that it 
should be made possible for all who can reach a certain examina¬ 
tion standard to enter a university if they want to do so. We 
may, therefore, presently find ourselves laimched on a course 
which will reproduce the American situation. 

The point most worth discussion is whether, supposing that 
graduates are willing to moderate their expectations as regards 
careers, a great expansion of universities is to be commended. 
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It is not the case, it is well to bear in mind, that the choice is 
between multiplying universities and a system under which a 
small privileged group alone has facilities for full-time education 
after school-leaving age; for there are ways of providing further 
education otherwise than in the university manner. This point 
is relevant, because there is reason to believe that universities 
cannot be multiplied at will. They can hardly be manufactured; 
they must grow, and growth needs time and favourable soil. It 
may also well be that there is a narrower limit to university 
expansion than is generally sup])Osed. For universities are 
places devoted to a particular mode of life—to the preservation 
and extension of learning—^and in order to partieii)ate effectively 
in the life of a .imiversity more than intellectual ability is needed: 
These special aptitudes, like other special aptitudes equally 
important in their way, may not be very widesi)read. Experience 
seems to show that university ex]>ansion has gone too fast if not 
too far in America; indeed, the President’s (‘ommission found it 
difficult to define and therefore to recognise a university. We still 
retain the traditional idea of what a university should be, how¬ 
ever serious our shortcomings. 

In anticipation of the demand for a steady exi)an8ion of our 
universities which will certainly be made if the financial situation 
permits, it would be well to conduct an examination of our 
problem. As Professor Harris,hints, the solution is not to be 
found merely in the moderation by graduates of their ambitions 
in the matter of careers; it may rather lie in the separate provision 
for professional and technological training, and for whole-time 
research, coupled with new forms of further education for those 
who, for one reason or another, do not possess the aptitudes 
appropriate for the university way of life. In any case we need 
to be aware of the possibility that we may drift into a position 
where our universities will be gradually modified out of recog¬ 
nition as the result of a thoughtless expansion in the supposed 
interests of a full democracy. 

A. M. Carr-Saunders 

Londcm School of Economics. 


The Cost and Financing of Social Security. By Lewis Meriam, 
Karl T. Schlottbrbeck and Mildred Maroney. (Wash¬ 
ington, D.C. : Brooking Institution, 1960. Pp. 193. $3.) 

This is an excellent short survey of the present position of 
social security in the United States and of the important changes 
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prop6sed. Its primary purpose is to analyse the finances of the 
proposed extensions and to examine the financial validity of the 
basic assumption of social insurance having regard to the sharj) 
rise in estimated future expenditure. Two sets of proposals are 
considered : those contained in Bill H.R.2893, which represent 
the views of Mr. Truman\s Administration, and those in H.R.6000, 
a more modest measure which received the approval of the House 
of Representatives in October 1949. Some idea of the difference 
between the two Bills can be gained from their estimated total 
costs. H.R.2893 is estimated to cost between §4,(555 and $7,1(53 
million in 19(50 as against the $3,800 million of H.R.GOOO and the 
$1,800 million of the existing schemes. The authors of the survey 
are obviously sound in taking the higher figure as the basis of their 
analysis. For clearly it is only a matter of time before the United 
States accepts the idea of a comprehensive system of social security, 
and the costs of such a system arc likely to be higher there than in 
this country. 

After surveying the ])resent schemes and tlie i)roposed changes 
the re])ort brings together the various estimates of future costs. 
"Jliese can be summarised as follows : 


Kstimat<‘H in billions of dollars. 



! Low- 

C’oRt. 

lligli-Cost. 



2000. 

1960. 

20CM). 

All insuranco bonofits undor H.R. 2893 
(except for temporary disability) ^ 

4-85 

13 21 

7-16 

20*60 

Temporary disability .... 

1-45 1 

1 87 

2 18 

2*81 

Health service ..... 

() 60 1 

7-40 

15*50 

17*30 

Unornployinont ..... 

2 dm 

3 74 i 

_1 

4*43 

5*64 


15*6") 

26-25 

29-27 

46*35 

Public a8sistan(‘t? .... 

0*90 

0-50 

1*50 

0*60 

Veterans benefits .... 

500 

_1 

600 

5 00 

8*00 


21-55 

i 32-75 

1 1 

35*77 

54*95 


* Mainly old age and widow’s pensions. 


The difference between the low and high cost estimate include 
an allowance for what some observers regard as an inevitable 
expansion in the provisions—^this is particularly noticeable in the 
estimated cost of a free health service. 

Having gathered together these totals the authors then 
consider two problems which are better treated separately but 
are sometimes confused. The first concerns the validity of 
assumption that a State insurance scheme has the same financial 
basis and integrity as has a private insurance scheme. The theory 
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of the private scheme is simple. The likely claims imder the 
various risks are determined actuarially and rates of premium are 
fixed to cover estimated claims and administrative costs. But 
in the case of old pensions and certain other types of claim the 
premium income must accumulate for a number of years, possibly 
thirty to forty years for old-age pensions, before payments come to 
be made. The private insurance company invests the premiums 
thus accumulated, and assuming that after a time no new entrants 
came into the scheme the investments would gradually be sold 
as the pensions mature. In other words the company really 
manages the investment of the savings of a large number of 
individuals who are thereby also enabled to share certain risks. 
But the finances of State schemes are seldom of this kind. For* 
one thing usually each extension of an old-age pension scheme 
allows pension rights to new entrants out of all relation to the 
contributions they are likely to make. The difference is made up 
by a direct payment from general taxation not in the form of a 
lump sum, but annually or as the pensions fall to be paid. More¬ 
over, the money which does accumulate is not necessarily used to 
increase the productive wealth of the community but may be 
borrowed by the Government for general or even destructive 
jjurposes. In other words, the idea that millions of contributors 
are building up a source of income out of which their pensions can 
be jmid in twenty or thirty years hence may be a dangerous 
delusion so far as State schemes arc concerned. Payment may 
well depend on the willingness or ability of future citizens to pay 
high taxes. 

This brings us to the second question, which is not without 
interest to private insurance companies in so far as their own 
reserves are nowadays partly in Government securities. Will the 
total resources of the community be large enough in 1960 or in 
2000 to spare large payments to that section of the co mm u n ity 
which for one reason or another has ceased to make a contribution 
to the national income ? The answer to such a question involves 
estimates of the trend of productivity and population, as well as of 
other likely claims on Government and personal income. The 
report does not get far in making such estimates, but is 
generally content to strike a note of caution. Though the statis¬ 
tics all refer to the United States, there is much in the general 
discussion which is appropriate to this country. 

D. N. Chester 

Nuffidd College, 

Oxford. 
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Pricing of Military Procwcmmis, By John Perry Miller. 

(New Haven : Yale University Press (London : Geoffrey 

Cumberlege), 1949. Pp. xvi + 292. 326*.) 

Professor Miller’s book is a critical study of the purchasing 
policies of the American Armed Services during the Second World 
War. Although this was a private piece of research, the author 
was able to draw on his own experience in the Navy Department 
and has examined a wide range of Government material, both 
published and unpublished, to which fuU documentary reference 
is given. The war-time experience is used as a guide in the formu¬ 
lation of a body of useful recommendations concerning future 
policy in peace and vrar, and the value of the book is enhanced by 
the inclusion of the report of a conference on its subject, in which 
twenty-four interested persons from the Armed Services, industry 
and Yale University all participated. The account of the w ays in 
which contractors were relieved of special war-time risks, such as 
the possibility of i)remature redundancy of additional equipment, 
seems rather sketchy, but otherwise the study is admirably 
thorough. It is a valuable contribution to a subject wdiich has 
for some time been growing steadily more important, and is likely 
to go on doing so as the share of Governments in the volume of 
purchases increases. 

Nothing emerges more clearly from any study of war-time 
contract i)olicy than that there is no simple or single solution of 
the problems of Government purchase. For this reason it is 
essential for efficiency that wide discretion as to the method of 
purchase should be left to those immediately responsible. It is 
highly desirable that their activities should be subject to retro¬ 
spective criticism from outside, but their hands should not be 
elaborately tied in advance. In this respect the American 
services have been less favourably placed than their British 
counterparts, and Professor Miller’s plea for greater flexibility is 
undoubtedly right. 

He applies it specifically in a suggestion that in no circum¬ 
stances should there be an obligation to place contracts by com¬ 
petitive bidding, though that method might be adopted where it 
appeared convenient. But the plea for flexibility might w^ell have 
been carried further. For instance, the cost-plus-percentage-of- 
cost type of contract was prohibited by statute from before the 
American entry into the War. No one w^ould advocate the 
widespread use of this type of contract, the weakness of which is 
obvious and notorious. But there are occasional circumstances in 
which it is the fairest practicable type. Where the amount and 



602 


THE ECONOMIC JOURNAL 


[sept. 


difficulty of the work to be performed are highly unpredictable it 
may sometimes well lead to a lower price than the cost-plus-fixed- 
fee contract, in which the fixed fee is apt to be proportioned to an 
exaggerated estimate of costs. The latter type, however, was the 
usual American expedient in a variety of circumstances, and was, 
indeed, used to an extent that probably few would recommend : 
about 30% of the value of all United States war contracts was on 
the basis of cost plus fixed fee. 

For the future, there are suggestions that much more use 
might be made of some form of incentive contract under which 
the contractor would receive a fixed fee and a share of any savings 
he achieved below a target cost. It is doubtful whether there can 
ever be much scope for the satisfactory use of such contracts,' 
which have had near-counterparts in the United Kingdom in both 
World Wars. If sufficient information about costs is available 
for a reasonable target to be set, then the same information is 
usually good enough to provide a basis for a firm price, without 
risk of profiteering, which is the most desirable contractual 
arrangement. 

If more overt recognition is given to the relation between costs 
and the rate of profit, then it becomes specially important that 
some objective but not rigid criterion for estimating the latter 
should bo an integral part of contractual policy. On this topic 
Professor Miller has little to say. The figures of rates of profit 
which he gives are all related to the value of sales and, though they 
show a steady decline in the course of the War, it is doubtful how 
far this was sufficient to offset the partly fortuitous gains which 
must have resulted from increased turnover. It seems possible 
that the British practice of trying to relate the rate of profit to the 
value of capital employed on the contract is a more satisfactory 
method, despite the difficulties in evaluating cai)ital employed, 
which caused the United States Services to abandon their plans 
to make some use of it. 

Perhaps the most interesting suggestion is that, as far as 
possible, instead of each item being priced separately, a company’s 
whole output for Government use should be priced on an overall 
basis. Some experiments on these lines wore tried in the United 
States of America towards the end of the War, but were not 
sufficiently extended to be conclusive. Such a scheme would 
greatly reduce certain knotty problems, such as the allocation of 
overheads among different items of production, and has great 
administrative advantages to commend it. That is a major 
point. The positive contribution which any form of contract can 
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make" to the encouragement of j>roductive efficiency is limited, 
but a system of purchase and cost investigation which involves 
great elaboration can be a serious drag on management. This is 
a problem that is not confined to military purchase or to the 
United States of America, and anything which offers a hoi)e of 
simplifying it without creating new disadvantages is worth serious 
consideration. 

W. Ashworth 

London School of Economics. 

Develop^nent of xiircraft Engines mid Aviation Fuels. By Robret 
S oHLAiFER and S. T). Heron (Two studies of Relations between 
Government and Industry). (Boston, Mass., Harvard School 
of Business Administration, 1950. Pj). xviii+754. $5*75.) 

The names of the aircraft types bearing the main burden of 
the war in the air, both British and American, are familiar to 
everyone. Not so familiar are the names of the huge and pow erful 
engines that enabled these aircraft to hurtle into the dog-fight 
or to penetrate dee]) into enemy territory. Yet the story of the 
development of these engines from the 200-11.]). midgets of 1918 
to the 2,000-h.p, giants of 1944 is as fascinating as any in the 
history of technology and science. The drama was heightened 
by the urgency of the arms race with Germany, and after the 
outbreak of war. Allied engineers jioured a vast human effort 
into the develo])ment t)f the successful engines—the Merlin, the 
Hercules, the Wright Gj^clone, and the Pratt & Whitney 'I'wdn 
Wasj). 

It must be confessed that little of the drama of this backroom 
battle is allowed to penetrate into the i)ages of Professor Schlaifer’s 
detailed and impartial examination of engine develojnnent from 
1920 onwards. The weigiit of detail in his technical sections 
inevitably obscures the main argument about the relations of 
government and industry, and the book w^ould ajijieal to a wdder 
public if the technical sections were condensed. On the other 
hand, British readers wdll find much that is new to them in the 
author’s transatlantic viewpoint. It must often have been 
difficult during the inter-w^ar years for the American Army to 
inspire in their aero-engine industry the feeling that engines for 
the military were at least as important as engines for commercial 
use. Professor Schlaifer shows how in the relative j)rogress of 
air-cooled and liquid-cooled types, commercial considerations 
were allowed to overcome those of military importance. In the 
early 1930s all the important American aero-engine manufacturers 
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concentrated on the development of the air-cooled radial engine 
because it offered obvious and immediate advantages for com¬ 
mercial flight. The Army were almost alone in pointing out the 
potential advantages of Uquid-cooled engines. This situation also 
found the weak spots in the procurement organisation of the Army. 
Insufficient funds, spread over a large number of projects, 
administered under restrictive contractual regulations by 
professional soldiers with short terms of service in the technical 
branches and little previous knowledge of the more intimate 
questions of development. The American Army did what they 
could to encourage the firms with smaller resources to continue 
liquid-cooled engine development. Only one venture—^the Allison 
V. 1710, in which the firm bore a large part of the financial burdem 
—was brought to successful production. It was never a serious 
rival to the Rolls-Royce Merlin in service, and its development 
was slower. Where air-cooled engines were concerned, however, 
the incentive of profit, out of which development costs could be 
recovered, was sufficient in the thirties to stimulate the large firms 
to develop engines almost entirely at their own expense. Here 
the development period was shorter, and the final product was if 
anything superior to British air-cooled engines. 

The fact that the Army depended on financial resources 
outside their control for the development of their engines is so 
shai^ly in contrast to British practice that it is im 2 )ossible not to 
ask which system provided better aero engines and at what 
relative cost. This is the underlying problem of Professor 
Schlaifer’s study. In an attempt to answer these questions he 
traces not only the story of the American engines, but also that of 
the Rolls-Royce Merlin family. A shorter section deals with 
Bristol air-cooled engines. The writer also briefly describes the 
organisation in the British Air Ministry for obtaining new engines. 
Four aero-engine firms, designated “ family ” firms, were charged 
with the entire development of engines for the R.A.r. Attempts 
to enter the field were vigorously discouraged. But while the 
Air Ministry paid for all development, leaving little true “ risk ” 
for the firms, the technical independence of the firms was 
sedulously fostered. Nothing so rigidly binding as the technical 
oversight of the development of the American Continental 
0-1430 engine was ever imposed on a British firm. The other 
feature of the British system was the policy of the Air Ministry 
throughout the lean years *of disarmament to reserve the laigest 
portion of financial appropriations for research and development. 
The immediate result was tiny production units, but drawing- 
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office^ End experimental shops humming with activity. The 
continuity in office of the civilian technicians in charge of develop¬ 
ment in the Air Ministry, as well as the flexible financial control 
over contracts, impress the American observer as highly favour¬ 
able to development. 

The author concludes that on the whole neither system 
resulted in a marked technical superiority nor in reducing costs. 
But he attributes the failure of Napier and Armstrong Siddeley 
to maintain their engine development at a satisfactory level 
mainly to the British system of removing all risk from the conduct 
of aero-engine i)roduction. On the other hand, he finds the speed 
of development and concentration of resources of Rolls-Royce 
and Bristol the equivalent of the best amongst the independent 
American firms. 

Professor Schlaifer’s book is a mine of information for those 
interested in the technical history of aero engines. He has been 
able to consult many people intimately concerned, though it is a 
pity we are not told more about his documentary sources. And 
not everybody will agree with his contention that written sources 
throw no light on questions of policy, motives, or incentives.” 
It is also doubtful how valid the conclusions of the particular case 
of aero-engine development are over a wider field. Many 
differences in the structure of industry and in the attitude of 
government departments concerned, both in this country and in 
the United States, would be evident if his study also included 
airframe development. 

There is a valuable section on research and development of 
aircraft fuels by Mr. S. D. Heron, an expert in that field, the con¬ 
clusions of which deserve to be incorporated in the main story 
of aero engines. This study clearly shows how important was the 
progress of fuel technology in the growing efficiency of the aero 
engine. This story, however, offers no obvious comparison or 
contrast to British development. 

Cynthia Postan 

Cambridge. 

Wartime Economic Planning in Agriculture. A Stndy in the 
Allocation of Resources. By Bela Gold. (Columbia Uni¬ 
versity Press (Ijondon : Geoffrey (umberlege), 1949. Pp. 
594. 55^.) 

In this lengthy book Dr. Bela Gold is mainly concerned to 
demonstrate that, in spite of the great expansion of agricultural 
output in the United States during the war, far more might have 
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been done by America both to alleviate 'the grave shortage of 
food after the war in so many countries and to release both farm 
labour and the factories making farm machinery for war pro¬ 
duction. 

After two introductory (Chapters in Part A he goes on in Part 
B to describe and criticise botli the planned expansion in pro¬ 
duction and the execution of tlie plan. His main complaint is 
that too little effort, was made to change the types of agricultural 
production; not only was the output of crops inessential in war¬ 
time maintained or increased but also, and more important, 
livestock output was increased more than that of crops and meat 
output more than that of dairy products. This was wrong, 
because more resources are needed to produce a given amount of 
nutrients in animal than in crop production, and for meat than for 
dairy products and eggs. This is a familiar argument to British 
readers ; in this beleagured island the shift Dr. Gold advocates for 
the United States was undertaken to some extent and was clearly 
necessary. But I do not think Dr. Gold fully makes his case for 
the United States, .(livestock products piako a more concen¬ 
trated use of shipping resources than do crops; ship])iiig resources 
were often scarce (this is a to])ic scarcely touched on in this book); 
if livestock products were to be produced at all, the best place was 
in the areas more distant from the places of food shortage. Had 
wheat production been greatly expanded earlier, the full additional 
yield could neither have been shipped nor stored. Dr. Gold is, 
of course, right in criticising the running down of stocks of wheat 
after 1942 and the great volume of livestock production in 1944 
and later when exports of wheat were certainly insufficient; 
but he weakens his general case by overstating it. 

In addition, Dr. Gold maintains that much greater productivity 
could have been achieved by greater efficiency in production. 

In Part C lie goes on to the distribution of the food produced. 
Here his most important criticism is of the great expansion in 
domestic food consumption at the expense of exports; rationing 
was insufficient and was removed too soon. From the point of 
view of world welfare he is here clearly on strong ground. Yet 
he seems to underestimate the difficulties of some parts of the 
policy he advocates, partly by an incorrect analogy with what was 
done in this country. Thus he advocates differential rationing 
according to needs, and i;ationing in restaurants; but he is, of 
course, wrong in stating, as he does on p. 383, that in Britain, 
the individual had to surrender ration points whether dining in 
restaurants or at home.’' And he toys with the idea of rationing 
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animal feeding-stulFs; had he studied the British system more 
deeply it is unlikely that he would have attached much im¬ 
portance to such a weapon in a country such as the United 
States, where, to mention only one difficulty, almost all the feed 
is home produced. 

After an interesting chapter on prices he goes on, in Part D, 
to survey the adequacy of mobilisation after 1944, an extension of 
his earlier survey which could usefully have been amalgamated 
with it, so cutting down the excessive length of the book. Finally, 
in Part E, he discusses the difficulties of planning induced by 
pressure from interested parties and by conflicts between Congress 
and Executive and between different agencies of the Executive. 
While there is much of general interest in the discussion, I should 
have found it more useful had it been less general. 

In spite of many interesting points 1 found this book dis¬ 
appointing. It is too long and too full of criticism, quoted or 
original. And T)r. Gold, by overstating his case in a number of 
directions, weakens it ; undoubtedly the United States might 
have done more to help other countries with food, but not, I 
think, as much more as Dr. Gold believes. 

Ruth (^ohen 

NewyiJuini College, 

Cambridge, 

(trefiham on Foreign Exchange. By Kaymoisd de Roover. 

(Cambridge, Mass; Harvard University Press. (London : 

Geoffrey Cumberlege), 1949. Pj). xiv + 348. 486.) 

The sub-title describes this work as an ‘‘ Essay on Early 
English Mercantilism, with the text of Sir Thomas Gresham’s 
Memorandum for the Understanding of the Exchange,” and gives 
a more adequate idea of its scope. Professor Arthur Cole in his 
Forew^ord compares the author to ‘‘ the ineacher who takes for 
himself a text, and extends his exegesis to a w^ll-rounded sermon.” 

The manuscript of the Memorandum has only now been 
identified as Gresham’s by the researches of Professor de Roover 
himself. The attribution is a matter of both biographical and 
historical interest. The date of the Memorandum is put at 1559. 
But Gresham’s views really form only a very subordinate part of 
the subject of the book. Professor de Roover gives us a most 
illuminating study of the problems of foreign exchange as they 
presented themselves from the time of the debasement of the 
coinage at the end of Henry VlII’s reign to that of Malynes 
Misselden and Mun. 

No. 239.— ^VOL. LX. 
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The substance of the work is divided in^ three parts, dealing 
respectively with English monetary policy and coinage, with the 
mechanism of foreign exchange and banking in the sixteenth 
century, and with the “ foreign exchange controversy.” It is 
especially in the two latter that the value and interest of the book 
reside. 

The author’s researches have supplied the material for a full 
and clear account of the problems and principles of foreign 
exchange as they presented themselves to the authorities and the 
writers of the period. 

Professor Tawney and others have made economists familiar 
with the manner in which “ dry ” exchange and ” fictitious ” 
exchange provided the means of evading the usury laws. The' 
effect was to put the borrowing trader at the mercy of the banker 
who was in a position to deal in exchange on a foreign centre. The 
Tiondon merchants found themselves dependent on a ring of foreign 
bankers, who of course exacted a spread between rates of exchange 
wide enough to afford them a commission as well as interest. 

Gresham in his memorandum distinguished between “ natural 
exchange ” and ” merchants’ exchange,” the latter being any 
exchange operation yielding more than the metallic equivalent of 
the money paid. He went on to specify twenty-four ” foates,” 
which merchants devise by exchange for their own gain, and offered 
fourteen suggestions of his own of “ the way to raise the exchange 
for England ” and thereby to put a stop to the gains foreign 
bankers were making at the expense of the British merchants. 

Among the suggestions was one to which ho repeatedly re¬ 
curred at times when exchange jK)licy came under review; “ turning 
a mass of the Queen’s treasure upon the exchange by her highness’ 
factor, and making England the lord of the exchange here.” 

The Memorandum was imdoubtedly brought to the attention 
of the Royal Commission of 1.564, and the proposal for creating a 
fund for dealing in exchange was referred to in the Commission’s 
report. But to create the fund £10,000 would have been needed, 
and the Queen had not that sum to spare (p. 227). 

R. G. Hawtrby 

London. 

Economic History of the United States. By Chester Whitney 

Wright. Second edition (New York and London: 

McGraw-Hill, 1949. Pp. xxi -j- 941. 36a.) 

The last generation has seen the appearance of a whole 
series of economic histories of the United States, dnaigne d for the 
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most part as text-books for undergraduates and catering clearly 
for a wide demand from college teachers. The most outstanding 
of these have been written by historians for the instruction of 
history students. In 1941, however, there appeared a further 
essay in this greurc, this time by a professor of economics, forming 
one of a series on business and economic problems and catering 
primarily for the needs of students of economics and business 
administration. This book, by Professor Chester W. Wright of 
Chicago, has now been issued in a second edition which brings the 
story down to the end of the Second World War. More ambitious 
than its predecessors, it is both more comprehensive in scope and 
more radical in its object, and on both grounds deserves the most 
respectful treatment. 

First, its scope. The most exhaustive and learned single¬ 
volume account hitherto attempted, the new edition runs to 
over nine hundred closely packed pages. Even this represents a 
considerable reduction on the first edition, and one of the objects 
of the re-issue h^s been clearly to make it more manageable. 
Although an improvement, it cannot be said that the revision has 
entirely eliminated the earlier fault. American text-book writing 
has for some time suffered increasingly from a form of 
elephantiasis, the result, not of professorial megalomania, but of 
the inherent tradition of American college teaching. It is almost 
as if the professor, despairing of over teaching his pupil to think 
and read for himself, has had to fall back instead on presenting 
him, in an encapsulated form, with the results of a generation of 
intensive, specialist research on every conceivable aspect of the 
subject of study. With this in hand the student is told to commit 
to memory pp. x to y for examination by an instructor whose 
distrust of speculation and reverence for the atomised fact 
inhibits the possibility of sjuithetic thought. Such a system 
begets text-books which are admirable as works of reference but 
which approximate more and more closely to that reductio ad 
dbaurdumy the newly published Encyclopcedia of World History, 
It would be a grave injustice to Professor Wright to identify his 
book with the above caricature; yet the demands of the system 
have had their effect in reducing the whole to a dead level of 
competent and condensed, but flat, writing which is not likely to 
inspire the English novice, however much he may value its orderly 
array of fact, statistics and graphs. 

Yet there may be a second and more fundamental reason for 
this flatness of treatment, a reason relating to the author’s basic 
premise. Unlike many of its kind, this text-book is not devoid of 
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thesis. Although the facts are left to speak for themselves, they 
are built into a very definite framework of theory. The author is 
writing as an economist, and his ^bject is the practical one of 
explaining to economists and business men how the American 
economy grew in order to teach them to 

“act more intelligently in promoting changes in the 
economic order ... to enable us to supply our wants more 
efficiently and thus raise our standard of living.’’ 

It is interesting to note throughout an extensive introduction 
along these lines how much the author’s assumptions are those 
of the chamber-of-commerce audience for which he is writing. 
Thus economic* history is concerned with a rising standard of* 
living ; there is no place in Professor Wright’s scheme for the 
economic history of a falling standard of living ! Thus, also, the 
inevitable overtones of laissez-faire : 

“ Yet we can still fairly assume that the individual 
guided by the desire for economic gain and seeking to learn 
from history how he can best direct his activities in his 
chosen pursuit for this purpose will usually at the same time 
promote the economic progress of society.” 

This is no place to enter into a discussion about the philosophy 
of history; but an historian cannot fail to see a danger signal in 
such assumptions about the practical purpose of history. One’s 
guard is up, and one cannot help probing critically any historical 
writing based on such a premise. This premise does, in fact, 
lead to much writing that is non-historical. The author’s out¬ 
look is so bound by present time and place that he cannot help 
projecting current attitudes backwards to periods in which they 
are not necessarily relevant. Trained to handle economic 
problems statically he is not deft at indicating change, at working 
in that dynamic dimension which is the historian’s peculiar 
province. Trained to marshal his conclusions in statistical 
form he is at a loss when statistics are not available; then, 
instead of using the historian’s art of significant illustration, he 
takes refuge in a cautious, and often trite, general statement. 
Used to general theory about how Economic Man behaves he has 
no eye for the men and women who compose his story : the 
individual settler, or iron founder, or Philadelphia merchant who 
can bring to life the most colourless generalisation. In short, 
convinced as he is that history is a science, he lacks the art which 
makes the pages of a Tawney or a Clapham come alive and which 
is surely still essential to an economic historian, however statistical 
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and technical his theme. Without it he is not an economic 
historian, only an historical economist. 

Frank Thistlethwaite 

SL John's College^ 

Cambridge. 


Dollar Crisis: Causes and Cure. By T. Balogh. (Oxford : 

Basil Blackwell. 1949. Pp. xlvi + 270. 156?.) 

A REVIEW of a tract for the times which appears a year later 
than the book has not only disadvantages but also advantages. 
The disadvantages are obvious. The problems with which the 
author is wrestling are those of a year ago. Events of many kinds 
have changed the nature and the relative urgency of the problems. 
Some have found a solution; some are further than ever from 
a solution. The gains are less obvious, but none the less real. 
The reviewer can more readily separate the purely ephemeral 
from the more permanent and see more clearly what is the 
author’s contribution to the more lasting corpus of economic 
thought. 

Mr. Balogh’s book, when it appeared, was designed primarily 
for immediate consumption. Indeed, w^hen he w’^as overtaken by 
devaluation, the book was held up in order that a preface of some 
forty pages dealing with the new problems should be added. I 
am, nevertheless, going to pass by very much that he has written 
about these immediate issues. On all of them Mr. Balogh is 
immensely controversial. On very much of it I disagree with 
him. I regard many of the charges that he levels at other econo¬ 
mists and at Civil Servants as quite incapable of justification. He 
is infuriatingly self-assured : Balogh is always right, and the 
whole world is always wrong. Indeed, had we persistently tried 
to do everything wrong, we could hardly have hoped to have 
succeeded in such unfailing, hundred per cent, wrongness. All 
this I propose to disregard, because I believe that in certain very 
significant respects Mr. Balogh is saying things which are immensely 
true, immensely important and greatly in danger of being over¬ 
looked. And in the last analysis these are the things upon which 
the whole book turns and afford the criteria by which all policies 
and actions are judged. 

A full-employment policy, Mr. Balogh holds, must be the fixed 
centre of all economic policy. It is not only good sense economic¬ 
ally. It is the one firm barrier against communism. If the 
purpose both of American foreign policy and of British foreign 
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policy is to limit and contain the spread of communism, it can only 
hope to succeed if democracy is consistent with a high and stable 
level of employment and a rising standard of life, both in Britain 
and in the world at large. Full-employment is, however, inher¬ 
ently inflationary. A system of free wage-bargaining, with no 
implied restraints and no wages policy, requires in our present 
conditions 10% or more of unemployment to prevent inflation. 
One has therefore to choose between an inflationary high level of 
employment and a politically disastrous and inhumane control of 
inflation by unemployment. 

Faced by that choice, Mr. Balogh believes that all reasonable 
and humane men would and should choose the high level of em¬ 
ployment and face up to the problems of preventing inflation, as in* 
war-time, by dii*ect controls of one land or another. To his think¬ 
ing the “ bonfire of controls ’’ was a surrender of the principle of 
high-employment, a selling-out by misguided economists and 
Civil Servants and misled ministers of what should be a cardinal 
tenet of socialism, or indeed of any humanitarian economics. 

To his thinking, again, this surrender sprang from confusion of 
thought about the essentials both of internal and external policy. 
Internally, a high level of activity, with high investment and 
powerful incentives to invest, is the one certain source of increasing 
income per head. Externally, the restoration of competitive 
power by the route of deflation is pure lunacy ; while relatively 
greater deflation than other countries are imposing on themselves 
will give a temporary relative advantage, competitive deflation 
contributes nothing to a final and permanent solution, and, once 
this disastrous policy has been started, any country left behind in 
the deflationary race is at a powerful disadvantage and finds its 
reserves being dissipated. 

Thus Mr. Balogh’s constructive policies, if I understand them 
properly, would begin with a clear recognition by Democratic 
thought in the United States, by Labour thought in Britain and 
by most of the countries included in O.E.E.C. that a central 
feature of economic policy should be the maintenance of a high 
level of employment, the maintenance of controls to that end, and 
the solution of the dollar shortage by methods which would 
ensure a sufficient flow of dollars to the outside world to get a 
dollar balance without extra-American deflation. 

Thus far—^possibly because I may have inadvertently diluted 
the pure spirit of Mr. Balogh’s doctrine to suit more delicate 
palates—believe that a large number of responsible economists 
in Europe would find some measure of sympathy with his objec- 
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fives. It is when he comes to detail that I find it very much more 
difficult to be certain that I have successfully derived from Mr. 
Balogh’s discursive tirades against particular things a coherent 
picture of what he reaUy intends; or to be certain that many 
economists, who are broadly sympathetic with his ends, would 
be equally sympathetic with his means. 

First as regards controls. Mr. Balogh’s jjhilosophy is I think 
as follows. During a period of rapid and great structural change 
there are bound to be particular shortages and bottlenecks. 
There are two ways in which an economy can be adjusted to these 
bottlenecks. Either, the whole scale of activity and consumption 
can be reduced by general measures of deflation to the level 
determined by the bottlenecks. Or alternatively, there may be 
physical control and rationing of the bottleneck products, localising 
and confining the trouble and making particular shortages con¬ 
sistent with a generally high level of activity outside this particular 
sphere. Between these two any sane man would choose a limited 
control rather than a general deflation. But where have relative 
prices got to ? They hardly ever appear in Mr. Balogh’s dis¬ 
cussion. Are all demands so inelastic that the rationing of slightly 
scarce j^roducts cannot be left to prices without quite disastrous 
re-distributions of real income? Cannot the minor problems 
of limiting consumption of bottleneck products be better dealt 
with in this w'ay ? Are a few limited price rises, with other limited 
price reductions, inconsistent with a general policy of stabilisation 
and avoidance of inflation ? 

Apart from tliis, Mr. Balogh wishes to use the control of 
materials as an instrument for controlling industries, rationing 
materials not in accordance with pre-war use but to enforce 
particular policies of specialisation, export, expansion or contrac¬ 
tion. The bonfire of controls has forfeited that possibility. But 
has he really thought out the use of controls in this way in a world 
in which the materials are no longer acutely scarce? The 
inefficiencies of 1946 and i947 sprang largely from raw-material 
shortages; small batches, interrupted production runs, the use of 
unsuitable material, all made their contributions to low output per 
head. Mercifully we have now put much of that behind us, 
because material supplies have got more nearly into balance with 
needs. Must we return to it artificially ? If the limiting factor 
is general manpower resources rather than particular material 
resources, can one hope, say, to use a system of steel licensing to 
control the engineering industries? Must one forbid inter-firm 
dealings in steel ? Must one attempt to tie up sub-contract steel 
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with end-uses ? If one does not, can one make steel artificially 
scarce, despite general plenty, for particular end-uses ? 

It would, I believe, have been much better if Mr. Balogh had 
argued more clearly and systematically what he believes to be the 
central key-points of planning and control if high employment is to 
be maintained, so that one could relate particular methods of 
control to a general view of the essentials. I am not myself 
convinced that the analogies of war-time are wholly valid. The 
need for particular physical controls in a war-time economy 
springs partly from the powerful pressures of full employment. 
They spring partly (and I would say principally), from a dramatic 
change in the relative demands upon different industries and 
raw-material supplies. There is no obvious reason why a peace¬ 
time economy, running continuously at a high level, should not 
progressively eliminate the major bottlenecks, so that the limiting 
factor is increasingly the limit of general resources rather than of 
particular resources. I believe we are slowly moving in that 
direction and that a bonfire of some particular controls was per¬ 
fectly consistent with a high-employment policy, provided that 
budgetary control over the total of consumption (which Mr. 
Balogh almost wholly overlooks) and a minimum of other essential 
controls over import, investment and consumption of certain 
remaining bottleneck products were maintained. 

But it is not clear that Mr. Balogh would regard a general 
control over consumption as equivalent to a series of particular 
controls, even if the shortages which had required the particular 
controls had vanished. Mr. Balogh, as I see it, is anxious to 
secure a high measure of effective socialist control and of redistri¬ 
bution of real income in the short term in a world in which the main 
social and economic structure and the pattern of money-income 
cannot be, or at least are not, correspondingly changed. He does 
not assume that his socialism works through the market, with 
income- and price-changes as the ingredients. He is anxious to 
use controls over particular forms of expenditure as an instrument 
of re-distribution of real income and to prevent dissaving by the 
owners of accumulated wealth. In aU this Mr. Balogh is poles 
asunder from the various academic socialists who seek to devise a 
market socialism. 

Supposing, however, that one concedes all Mr. Balogh’s 
objectives, there remains, eyen in a completely socialist society, a 
problem of the total level of demand, and some danger that, if it 
is exceeded, the balance between the home market and the export 
mai^et will be disturbed. In smiting his enemies who want to 
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rely on powerfully deflationary methods, Mr. Balogh is in danger of 
annihilating also his friends who believe that socialism will work 
best in an atmosphere that is neither deflationary nor hyper¬ 
inflationary. Let us face the fact that, what is or is not inflation¬ 
ary turns largely on wage and salary structures and bargains, and 
the practicability of limiting wage increases through a suitable 
policy to accord with the possible increase of consumption, and 
that this can only to a limited extent be aftected by physical 
controls. Mr. Balogh points out that in the last few years pro¬ 
ductivity has risen more rapidly than wages. But that proves 
nothing unless the increased resources are becoming available for 
consumption; they have in fact been largely absorbed by the 
closing of the overseas deficit and by increased government 
expenditure. In the next few years there is, however, a prospect 
of fairly rapid advance of real consumption if rapidly rising total 
production can be allied to stabilised investment and government 
expenditure. But Mr. Balogh would like to see considerable 
increase of investment; if government expenditure increases also, 
a non-inflationary high level of employment may be difficult or 
imi)Ossiblo to maintain with all the physical controls in the world. 
The war-time wages i)olicy, with the concomitant stabilisation and 
subsidisation of prices, was an absolutely essential ingredient of 
the war-time anti-inflation poHcy. Can a similar regime of self- 
abnegation be sustained in peace-time ? I do not mj^self feel 
convinced that Mr. Balogh has shown us an effective means by 
which non-inflation can bo fully reconciled with a liigh level of 
employment. That is not to say that the right answer is to throw 
away all the controls which can contribute to limiting inflation and 
to depend solely on general deflationary weapons. If controls can 
make the system work with 4% of unemployment and only 
moderate inflation, and if in their absence 10% is required to 
prevent inflation, then controls may be very well worth accepting. 
In making us face this issue, and in reminding us of the functions 
in a peace-time economy of some of these controls, Mr. Balogh has 
done something very important. 

Finally, the problems of dollar scarcity. Mr. Balogh is ex¬ 
tremely pessimistic about either direct exports to the United 
States or opportunities of acquiring dollars by third-country 
trade. It is not easy to be certain one has followed his argument, 
and one feels a certain sympathy for Professor Haberler’s inquiry 
whether English economists have forgotten that trade is governed 
by comparative and not absolute cost. I take it that Mr. Balogh’s 
pessimism springs not from that, but partly from a strong feeling 
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that lobbies and vested interests will prevent tariflE reductions or 
secure their re-imposition if large exports begin to affect American 
producers, partly from a realisation of the difficulties likely to 
arise from the steeper gradient of American progress. He looks 
for a solution principally to massive and internationally organised 
investment in the undeveloped countries of the world in which the 
United States government would play the chief, but not the 
exclusive part. To deal with short-term cyclical dollar shortages 
he would reorganise the International Monetary Fund into an 
effective International Central Bank and provide a more adequate 
supply of fimds with which to carry out its functions. 

It is never difficult to invent methods by which the United 
States might redress the world shortage of dollars. It is much‘ 
more difficult to be sure that the methods one has invented are at 
all likely to commend themselves to American opinion and to be 
of a scale necessary to meet the situation. Some volume of 
investment in undeveloped countries is very clearly one of the 
methods which might be welcome to enlightened American 
thinking. It is much more difficult to convince oneself that such 
action would be on the desirable scale. A sensible division of 
labour between the United States and the vest of the world would 
probably involve American exports of goods and services close to 
the present 6J% of the United States gross national product. A 
balance based on present American importing habits and trends 
would require a reduction to about 4J%. If the world is to enjoy 
the division of labour that would go with a high-level balance and 
the United States is to escape the consequent structural adjust¬ 
ments by receiving no more than the imports of the low-level 
balance, the volume of lending required is of the order of $4 
billion a year. I cannot conceive that the undeveloped countries 
of the world are in a position to digest continuous investment at 
that rate or to divert resources to perform the very large element of 
local construction involved. Apart from all else the political 
problems of control and ovmership are far from easy to settle. 
This may be one important ingredient in a solution, I cannot 
believe that it can be the major element. 

I have deliberately touched on only a few of the many prob¬ 
lems that this book raises. It will be obvious to any reader that 
it has irritated me and that my judgment of it is probably un¬ 
trustworthy. I can only say that few other readers can hope to 
find their own pet opinions treated without caricature and misrep¬ 
resentation, and that they, as I, will at intervals probably throw 
the book down in fury. But, as with nasty medicine, they will 
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certainly be better in the end. And if I have been driven to make 
faces at the doctor, he will probably be consoled by thinking that 
he has done me good. One thing he has certainly done. He has 
made me face the unpalatable fact that simultaneous lip-service to 
full-employment, absence of inflation and the virtues of a free 
economy may be a cowardly form of self-deception. 

Austin Robinson 

Sidney Sussex College, 

Cambridge. 



NOTES AND MEMORANDA 

The Share of Wages in the Trade Cycle 

Most of the recent discussions concerning the movement of 
real wages and the share of wages during the course of the trade 
cycle have been based on the static equilibrium analysis of the 
firm. Thus more or less successful attempts have been made to 
derive a theory of such movements from static stability con¬ 
ditions, e.gr., that under perfect comi3etition marginal productivity 
of the variable factor must be diminishing. Again, plausible 
theories have been put forward on the basis of changes in the 
elasticity of demand during the course of the cycle.^ It is not 
the purpose of this paper to deny that these theories have been 
useful or important. But they all suffer from the defect that 
they apply a static method of analysis to what, after all, is a 
dynamic problem. (Curiously enough, the older Marshallian 
analysis in terms of lagged money wages has recently fallen into 
disfavour just when the importance of lags is being more and 
more appreciated.) An attempt will be made in this paper to 
develop a theorj^ of the share of wages in the trade cycle which is 
directly derived from the trade-cycle theory itself, and thus 
makes use of the dynamic element in the situation. 

The trade-cycle theory which will form the basis of the 
discussion will be that de\ eloped by Mr. Hicks in his recent 
book.2 

I 

The share of wages, given the price of all imputs, is deter¬ 
mined by two main factors : (a) the ratio in which labour is 
combined with other factors (we shall assume that there is only 
one other factor : capital) and (6) the price charged for the output. 
In this section we shall examine the first of these determining 
factors. 

Consider the Hicksian demand equation for income 

Df = cSi^i “f* — ^^-u) 4" JT(1 4“ g)* • . (1) 

where D, is demand in period t, S is supifiy, J?(l 4- gY is the 
autonomous investment fonction, c and v are the propensity to 
consume and the accelerator respectively. Equation (1) is in 

^ R. Harrcxl, The Trctde Cycle. 

® J. R, Hicks, A Contribution to the TJteory of the Trade Cycle, 
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terms of supply of the previous period, since income in any one 
period is equal to supply in that period. Let us now also make 
the assumption that Dt — then 

8, = - /Sf,.3) + ^(1 + gy-^ . . (2) 

Equation (2) gives us supply in period f as a function of the 
supply of period t — 2 and < — 3. We shall now assume that we 
are on an upswing so that (2) is explosive. 

Now, supply does not only depend on the demand of previous 
periods but also on the imput of factors in the previous period. 
If capital intensity of production remains constant then maximum 
output in any one period t is directly proportional to the stock 
of capital available in period ^ — 1. 

We may thus write 

.(3) 

(where K = stock of capital). 

But the amount of capital Ki available in ]>eriod t is equal 
to what was available in ])eriod t — \ plus the additions made to 
it in ])eriod t. 

We thus have 

Kt -- AVi h — S,..,) -f H(] g)'-' . (4) 

Let Kt -1 p/SVi 

Substituting (4) in (3) we have 

- aLP>sv, -f tK^sVa - 6V4) -f' //(I + . ( 5 ) 

Equation (5) gives us the maximum that can be supplied in 
period t without excess capacity. 

It is clear from equations (2) and (5) that S\ will only equal 
8t through time if at least some of the coefficients are variable. 
For (2) is explosive, therefore (5) must be explosive, but since 
(5) is lagged by one period more than (2) the solutions of the two 
equations cannot be the same.^ Now the most obvious variable 
coefficient is a, which measures the inverse of the capital in¬ 
tensity of production. If a is the only variable coefficient it will 
have to increase through time. This implies that the capital 
intensity of production must diminish during the upswing. 

This result is intuitively clear. Given that there is no excess 
capacity and that supply lags behind demand by one period, 

^ Equations (2) and (5) are of the ** hump ” typo, and will therefore osoiUato. 
There is, however, no reason why we should not assume the hump to bo distributed 
(not shown in the equations) and therefore the oscillations to be damped. This 
is in fact done in the text. If this assumption cannot be made, oc will also 
oscillate during the upswing. 
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any increase in demand must initially be met by employing more 
of the readily variable factor: labour. Since demand is con¬ 
tinuously expanding the producers will always have to temporise 
by using more of the variable relatively to the (for the given 
period) fixed factor. 

If the prices of labour and capital remain constant the con¬ 
tinuous decline in capital intensity during the upswing will 
increase the share of wages. No doubt eventually the prices of 
both imputs will tend to rise, and since on the whole, increases 
in wages will also be reflected in liigher prices of capital goods, 
it is reasonable to assume that the price of the latter will rise 
relatively to the price of labour. That will tend to slow down the 
increase in or reduce the shaie of wages. But this factor will 
only come into operation at a later stage in the expansion. 

During the downswing tlie accelerator is dropped out of the 
equation. But to analyse this situation we do not require the 
equations at all. For, by definition, excess capacity means that 
the ratio of money going to caj)ital to that going to labour will 
increase. Hence, during the downswing we should expect the 
share of wages to diminish. Once again, as the slump continues 
along the Hicksian L line {a) wages will tend to fall and (6) excess 
capacity will tend to diminish. This will tend to raise the share 
of wages. But these factors only become operative in the later 
stages of the contraction. 


II 

We shall now consider the second of the two factors operating 
on the share of wages. 

Using equations (1) and (2) we may define the decumulation 
or accumulation of stocks as 

Aj = Si 

== o{St^i — Si^^) + - St^,,) - 

> H(\ + gY~^[(l +g)^i] . . . , (6) 

But {St^i — 8 (^ 2 ) = (A ~2 — J^t- 3 ) which in an expansion is 
exactly equal to the decumulation of stocks in period t — 2. 
We thus have 

A| = cAt^2t + — ^<- 3 ) + *0^(1 + + ?) — 1] (7) 

Now equation (7) is of*exactly the same type as equation (2). 
Hence if (2) is explosive (7) is explosive. But (7) will explode 
at a faster rate than (2), for [(1 + ff) — 1]>1. Hence the 
ratio of A| to 8 t will increase through time. This implies that 
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the revenue from stocks will increase relatively to the total 
output. Hence the share of wages in gross income will decline 
very rapidly during the expansion. But this is not all. It is 
inconceivable that firms have either sufficient stocks in the 
depression or are willing to loose them at an increasing rate to 
satisfy equation (7). Sooner or later whatever the shape of the 
cost or demand function prices will rise. It is, of course, difficult 
to incorporate price changes into the equations. But one thing 
is fairly clear : if the price rise is to reduce the drain of stocks, 
i.e., to slow down the rate of expansion, prices will have to rise 
relatively to money wages. For it is from wages that a large 
part of the demand is derived. There can thus be little doubt 
that real wages will fall during the expansion. This fall is both 
ensured by the rise in prices and by the old and well-established 
fact that wages lag behind prices. 

We may now bring the two strands of the argument together. 
Let us suppose that the rise in the share of wages due to the fall 
in capital intensity exceeded the fall in the share of wages due 
to the rise in prices. Then clearly the propensity to consume 
would be increased. In the following periods excess demand 
would be greater than ever ! The drain of stocks would increase. 
To safeguard the diminishing stocks, prices will rise even further. 
In fact, will haA'c to rise sufficiently to prevent tlic drain of 
stocks. Thus sooner or later the share of wages must diminish 
during the upswing. 

In the contraction the argument is not so clear. But here 
we need not rely on price changes to such a great extent. For 
the accumulation of stocks now constitutes i)art of net income. 
It follows at once from equations (7) and (2) (without the ac¬ 
celerator) that the share of profits in output must diminish. We 
may also expect some fall in prices. 

Eventually the excess capacity which tends to reduce the 
share of wages will disappear, and only the stock factor will be 
operative. At that stage it follows unambiguously that the share 
of wages must increase. 

It should be noted that the foregoing analysis is, of course, 
still a simplification. No two cycles are exactly alike, and many 
variables may change in the long run. But we believe that our 
theory does provide a basis for farther study. 

F. H. Hahn 

Birmingham University. 
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On The Dangers of Reading Statistics 

There has been a remarkable increase in the general use of 
statistics since before the war. Business men have grown 
accustomed to demand quantitative support for their decisions, 
and politicians have found that policies can usefully be embroidered 
with suitable facts. The supply of statisticians is responding to 
this in the conventional way. Salaries have risen, appointment 
boards are recommending study of the subject and undergraduates 
are hastening to acquire the necessary academic qualifications, 
probably unaware of the grave dangers involved in acquiring 
statistical techniques. 

The clue to the dangers, the clue which should never be over¬ 
looked, is that the statisticians’ employer, whether commercial or 
political, requires data presented in the way most favourable to a 
particular viewpoint. It is true that during his training, the 
statistician learns a usefully wide range of ways of presenting 
material. After initially being unable to select the most favour¬ 
able technique, and blundering along collecting useless correlation 
coefficients or finding that the wrong differences are significant, 
he learns to foresee at an early stage whether any technique will 
yield the right answer, an acquisition known as “ statistical flair.” 
Tlie fully trained graduate can produce within a morning a 
statistical memorandum 8upi)orting or destroying any proposition, 
helping employer or trade union, compatible with “Western” or 
“ Eastern” propaganda. As a very elementary example, ho will 
readily show that less coal is produced or exported than in 1938, 
ergo nationalisation is bad; or alternatively that there has been 
an upward trend in coal-mining productivity since vesting day, 
ergo nationalisation is good.^ 

But the very process of acquiring this dexterity may impair 
its utility. In the first place, there is in academic tuition some 
archaic discouragement of the practice of searching for the most 
favourable arrangement of data. The pupil may be taught that 
evidence hostile to one’s purpose must be accepted and even pain¬ 
fully assimilated.^ And the methodological emphasis will be on 
distinguishing professional technique from personal judgment. 
This hiatus is, of course, entirely antipathetic to the skilful inter¬ 
change of facts and assumptions, tlie fruitful interweaving of 

^ The next step is that ergo the Government sliould be opposed or supported 
at the General Election. 

* A promising line of rejection of imacceptablo information is, however, 
provided by Mr. Justice Streatfeild’s recent dictum : “ Facts speak louder than 
statistics.*’ 
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technique and interpretation, which constitute the practical 
statistician’s mitier. 

But in itself this is not a formidable danger. Such sterile 
formalism can be, and is, discarded as soon as the requirements 
of a career become evident. Far more harmful is the academic 
insistence on a distinction between association and causation, 
particularly between correlation and causation. The analysis 
of social and economic affairs, where direct effects of single causes 
are rarely visible, demands a mind receptive to causal inferences 
drawn from association. To support a political party or a “ school ” 
of economic theorists involves continuous search for examples of 
association which imply the correct causal relation, generally 
examples of the operation of some single cause which is held to be 
at the root of all problems meat-eating, controls, imperialism, 

under-consumption, infantile repression, soil erosion. Com¬ 
munism, etc., etc.).^ Statistical purism insists that measures of 
association, such as the extremely useful correlation coefficient ^ 
be treated as if they were in themselves no evidence of direct 
causation. Nor does the discijiline of the subject stop at agnostic¬ 
ism as regards customary explanations in terms of single causes. 
The technique of multiple correlation positively encourages a 
search for more than one causal factor, which leads directly to a 
multi-dimensional outlook, probably 1o theoretical eclecticism. 
This scepticism deprives arg\iments in social studies of their 
simplicity, and hence of their force, and it leads to cautious, quali¬ 
fied argument, well condemned as “ academic.” 

Here is a flaw not so easily rectified by practice, for what is 
taught is essentially a pattern of thinking, which can easily 
become habitual and undermine the brisk self-confident dogmatism 
essential to personal progress. Worse than that, it encourages 
a heretical attitude towards accepted ideas which appear to the 
statistician to be based on over-facile interpretation of evidence, 
or on an inadequate search for further causal factors. Financial 
success will not be immediately and tacitly ascribed to virtue, 
nor political success necessarily to wdsdom. Economic crises will 
not readily be ascribed to incorrect policy, nor prosperity treated 
as evidence of administrative ability. Even the actual con¬ 
struction of The Palace of the Soviets would not be thought in- 

' A statistioian might oven boggle at deducing the political nature of an 
organisation from a pamphlet found in a waste paper basket, a formula for 
suooess in the Upper House. 

* Useful because first in all practical cases some positive or negative cor¬ 
relation coefficient will bo obtained, and secondly most uninformed opposition 
can be silenced by a show of coefficients. 

No. 239 —VOL, LX. 
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disputable proof of the superiority of the Soviet system; nor 
will the piles of crutches left at Lourdes be treated as conclusive 
evidence of objective healing powers. On all sides those trained 
as statisticians are brought up against the sacrosanct opinions of 
the day. Such education, so far from being a help in the con¬ 
temporary struggle for survival, is obviously a handicap in a 
world where success comes to those who choose their master 
correctly and serve him loyally. In most countries the statistician’s 
mental habits are in sensu stricto fatal. 

Such is the subtle menace of questioning the foundation of 
argument on association. But if an inflexible attitude to 
interpretation is dangerous, how much more of a liability is the 
questioning of. evidence itself. The statistician is taught to* 
search for comparability of categories, and for exactness of defini¬ 
tion, whereas much more sweeping intellectual success can be 
obtained by identifying “ wage-earner ” and ‘‘ trade unionist,” 
“ shareholder ” and ‘‘ entrepeneur,” “ civil servant ” and “ bureau¬ 
crat,” ‘‘ manager ” and ‘‘ capitalist.” 

He is also led to ask for considerable apd unbiased evidence, 
which is so rarely available in practice that his facility of argument 
wdll be seriously checked. 

Most people are happy enough to draw conclusions on national 
or social cliaracteristics from a sample of a few dozen, perhaps 
even from a sample of one. The wages of a docker, the profits of 
a monopolist, the beer-drinking of a pauper, if they happen to be 
known to oneself, can form the basis of substantial social theories. 
Indeed, the habit of ready generalisation is universally accepted. 
Nobody will call in question a judgment of a restaurant from one 
meal, an individual from one sentence or even gesture, a com¬ 
modity from one item. To deny the right to such fluent mental 
classification would be to limit gravely for many people the range 
of subjects on which conversation or writing is possible. Sampling 
theory is in this way a grave handicap in personal life, but it is a 
drawback even in the practical application of sampling itself. 
The theoretical statistician may consider public-opinion polls 
virtually useless if the number questioned, the number of refusals 
and the methods of selection are not stated, and he may similarly 
throw grave doubt on market-research technique.^ Even if he 
is satisfied on these scores, he may insist on the possibility that 
an observed difference, which would be useful and corroborative 

^ Naturally those who take polls have a far greater interest in minimising cost 
(by limiting sample size and simplifying selection) than in the abstruse merits, 
financially imponderable, of minimising standard errors. 
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eviUcncc, may be due to chance. Thus statistical training tends 
to disqualify the student from practising in two of the main fields 
of statistical inquiry and even from using results produced in these 
fields. Lastly, there is the timid emphasis on examining the 
purity of the source of information. The common practice is to 
base opinion of a nation, or nowadays a political system, on 
reported gestures of friendship or acts of atrocity, irrespective of 
the source of these reports, or the motives of those who give 
j)ublicity to them. To find difficulty in such circumstances is 
not merely to lose the power of selection for the sake of argument: 
it means an extravagant waste of useful material, and it is tanta¬ 
mount in disturbed times to self-imposed isolation. 

Statistical discipline is thus a dangerous anachronism. Sup¬ 
port or oppowsition to the opinions of others, even academic 
theorising, comes much more easily if this type of training is 
avoided. The induced attitudes are superficially attractive 
enough to become firmly implanted in the mental habits of many 
who study the subject. One may argue that a statistician's job 
cannot be held without training as a statistician. But that is 
quite untrue. All tlie important “ statistical ’’ jobs, affecting 
commercial and political policy, involve merely problems of 
collection, tabulation and simple intei'iiretation of data. These 
])roccsses can technically be performed by anyone with reasonable 
mental powers, some feeling for quantities and an arithmetical 
training. 

At the most one requires to know such things as the practical 
advantages (in bringing out desired characteristics) of logarithmic 
as against natural scale diagrams, the circumstances in which a 
median wull bo higher than a mean, which tj^)e of seasonal index 
is the most sensitive, how different elementary curve t3q)es behave 
in extrapolation, and how to construct index numbers wliich are 
to move in a required way. It may be argued that more advanced 
techniques permit an impressive decoration of statistical reports, 
but even this is at the post of simplicity and thus force of pre¬ 
sentation. A rather more substantial reason for reading the 
subject is that generally the trained statistician can give a more 
realistic impersonation of the disinterested seeker for knowledge 
than the untrained. But this objectivity is a trick that can be 
acquired without burdening oneself with the rest of the academic 
apparatus; and to hold the sensitive balance between objectivity 
and innuendo is beyond the powers of the normal undergraduate. 
Better, on the whole, to write reports at the usual level of factual 
corroboration and unsophisticated ‘‘ objectivity ** than to risk 
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losing the simple clarity essential to a successful career. For 
these reasons many undergraduates are ill-advised, whether or not 
they desire statistical appointments, to read statistics. 

Dudley Seers 

The Queen's College, 

Oxford. 


The De-stabilising Effect of International Commodity 

Agreements on the Prices of Primary Products ^ 

The stated objectives of the International Wheat Agreement 
signed in Washington on March 23, 1949, and renewed this year, 
are “to assure supplies of wheat to importing countries and 
markets for wheat to exporting countries at equitable and stable 
I)rices.” ^ These objectives are to be secured by an agreement 
between the major importing and exporting countries fixing a 
maximum quantity of wheat which the importing countries may 
be required to buy (in respective quantities corresponding to their 
“ guaranteed purchases from the exporting countries at an 
agreed minimum price and whicli the exporting countries may 
be required to sell (in resi)ective quantities corresponding to 
their “ guaranteed sales ") to the importing countries at an 
agreed maximum price. 

In view of the importance 6f wheat as an internationally 
traded primary product, and of the possible extension of this 
type of agreement to other primary products, it is of some im¬ 
portance to realise that, in the absence of other national or 
international intervention, an agreement which fixes maximum 
and minimum prices for a part only of the total volume of a 
commodity traded is likely to give rise to more violent fluctuations 
of prices than would otherwise occur. Consequently, the advan¬ 
tages of guaranteed maximum buying prices or minimum selling 
prices on that part of the transactions covered by the agreement 
will to a greater or lesser extent be offset by higher buying prices 
or lower selling prices on those transactions which fall outside the 
agreement. 

The reason for this is that the fixed maximum and minimum 
prices partially shield the consuming countries, to an extent 
depending on the quantity of the commodity stipulated in the 

1 This problem was suggested to the writer by Mr. J. O. N. Perkins, of St. 
Catherine’s College, Cambridge. 

* International Wheat Agreement (London ; His Majesty’s Stationery Office. 
Cmd. 7819, 1949), Part I, Article I. 
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agreement, from the effects of a higher price in choldng off demand, 
or of a lower price in stimulating demand. At a price above the 
maximum, the consuming countries in effect receive a subsidy 
on their guaranteed purchases; their real income is therefore 
greater than it would be if they had to pay the market price for 
the whole of the quantity bought, and this will tend to induce 
them to demand a greater quantity at any price above the agreed 
maximum than they would if that price applied to the whole of 
the quantity purchased. Similarly, at a price below the minimum, 
the consuming countries in effect are paying a tax on their 
guaranteed purchases; their real income will accordingly be less 
than it would be if they could obtain the whole of their supplies 
at the market price, and this will tend to reduce their demand for 
the commodity at any price below the agreed minimum to less 
than it would be if the same price applied to all transactions. In 
more technical tenns, the effect of guaranteed maximum and 
minimum prices for a portion of the transactions is to eliminate 
part of the income-effect of a change in price and therefore to 
make demand less elastic, at prices outside the maximum- 
minimum range, than it would otherwise be. The extent of this 
effect will be greater the greater the income-elasticity of demand 
of the consuming countries, the greater the share of expenditure 
on this commodity in their total expenditure and the gi'eater the 
proportion of international trade in the commodity covered by the 
agreement.^ 

The effect of the agreement on the demand for the commodity 
is represented diagrammatically in Fig. 1. DD represents the 
demand curve as it would be in the absence of an agreement. OA 
represents the guaranteed purchases (sales) under the agreement, 
OPi the guaranteed minimum price and OP^ the guaranteed 
maximum price; ON and OM are the total amounts that would be 
demanded at these two prices. D'D' represents the demand 
curve when the agreement is in operation : it coincides with DD 
between the prices OP^^ and OP^ (when the guaranteed prices 
would be inoperative), but lies outside DD at prices above OP^ 

1 It is assumed that an agreement of this typo cannot apply to the whole trade 
in a commodity; it could do so only if it wore coupled with some sort of buHer- 
stock scheme. 

It should be noted also that the argument assumes a positive income-elasticity 
of demand. If the income-elasticity of demand were negative, the commodity 
being an inferior good, the demand curve would become more elastic outside the 
maximum-minimum price range, and an agreement of this kind would have the 
eflect of increasing the stability of prices. However, primary products are 
unlikely to be inferior ** goods over short periods, though the income-elasticity 
of demand for them may be negligibly low. 
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and inside DD at prices below OPj, for* the reasons already 
discussed. 



Vui 1. 

From the diagram, it is obvious that if the total amount 
supplied falls short of OM (the quantity at which price would 
rise to the maximum set by the agreement for the guaranteed 
sales), the price at which the quantity not covered by the agree¬ 
ment will be sold will be higher than the price which would have 
cleared the total supply if there had been no agreement. 
Similarly, if the total amount siqqdied exceeds ON (the quantity 
at which price would fall to the minimum set by the agreement for 
the guaranteed purchases), the price at which the quantity not 
covered by the agreement will be sold will be lower than it would 
be in the absence of an agreement. Consequently, unless quantity 
variations remain within the limits OM--ON and price variations 
within the limits OPi-OP^, in which case the agreement will 
have no effect on the market anyway, the effect of the agreement 
will be to increase fluctuations in prices. 

This argument, however, deals only with the demand side of 
the situation; it may be thflt the agreement will have opposite 
effects on the supply side which will tend to offset the effects of 
less elastic demand in increasing fluctuations in prices. This 
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would be the case if the effects of the guaranteed prices in reducing 
suppliers* incomes when the market price exceeds the agreed 
maximum and increasing them when the market price falls below 
the agreed minimum led suppliers to increase supplies in the one 
case and reduce them in the other, beyond what they would 
otherwise be, by consuming less or more of the commodity 
themselves. But such effects are unlikely to be great enough 
to offset the effects on the demand side since primary producers do 
not, in general, spend a very large proportion of their incomes on 
their own output.^ 

In general, therefore, it would seem that an agreement of the 
International Wheat Agreement ty^)e would tend to make fluctu¬ 
ations in price moie violent than they would othervdse be. Such 
an increase in price instability would run counter to the }>urposes 
of the agreement in two ways. On the one hand, the higher or 
lower prices for purchases or sales falling outside the agreement 
would partially nullify the advantages of guaranteed purchases 
or sales to the participating countries; on the other hand, the 
greater violence of price fluctuations would make it more difficult 
to forecast and plan for future trends in production or con¬ 
sumption, or even to agree on “ reasonable ” maximum or 
minimum prices for future years. Consequently, an international 
buffer stock scheme, wffiich would avoid these difficulties, would 
seem to bo an altogether more promising form of international 
commodity agreement.^ 

Habry G. Johnson 

King's College, 

Cambridge, 


The Use of Home Resources to Save Imports : 

A Comment 

1. According to the interesting note by Professor Robinson 
and Mr. Harris in the Economic Journal for March 1950, if the 
elasticity of demand for British exports were, say, 2*3, British 
agriculture should be encouraged to the point where the last £100 

^ Tho ofEocts of tho agreoraont on speculative activity, including the carrying 
of speculative stocks by the producers themselves, are neglected throughout this 
discussion. It is unlikely that agreements of this kind will have any influence on 
speculation, except possibly by increasing the magnitude of price variations and 
BO reducing the type of stabilisation which stabilises prices. 

* For a discussion of buffer stock schemes, see B. F. Harrod, Towards a 
Dynamic Economics (London; Macmillan & Co., 1948), pp. 122-8, and the 
excellent article by Mr. B. S. Porter on “ Buffer Stocks and Economic Stability ’* 
(Oxford Economic Papers^ New Series, Vol. 2, No. 1, January 1950, pp. 05-118.) 
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worth of food produced (at foreign prices)'cost £160 in home re¬ 
sources, not including farmers’ profits. This would involve pro¬ 
tection, in one form or another, equivalent to a tariff on food 
imports exceeding 60% and perhaps as high as 100% ad valorem. 
If, as the writers appear to suspect, the elasticity of demand for our 
exports is lower, the protection would have to be correspondingly 
greater. The authors fully recognise that some of their assumptions 
need further examination, and their conclusion seems to require 
qualification in at least one important respect: it takes no account 
of the effect of British protection on other countries’ import 
policies. 

2. The main basis of the writers’ argument is the fact that 
elasticity of demand for exports is not infinite; this monopolistic’ 
position must be exploited, remembering that the marginal 
revenue from exports is less than their price. If the necessary 
restriction of trade is effected wholly by taxing imports, it is 
possible to construct formulae for the ‘‘ optimum ” tariff on 
various assumptions. A very simple one will suffice for this 
brief note. Ignoring certain complications raised in the writers’ 
example (higher productivity in industry than in agriculture, 
imports of raw materials required to make exports, the fact that 
the writers take a 20% rather than a very small change in expoi'ts), 
and neglecting, with the writers, the effects of factors other than 
elasticity of demand for exports (c), the appropriate tariff will be 

^ ad valorem,^ Thus, with elasticity of demand for exports 
equal to 1|, 2 or 2J, the optimum tariff would be as high as 200%, 


^ A uniform tariff is assumod, perfect competition or equally imperfect 
competition in all industries and equilibrium in the balance of payments. Lot 
the price of imports (excluding duty) bo F, and the tariff 100^%. The resources 
set free by a reduction of one unit in import-type production (worth P(1 -j- t) 
at home) can make additional exports of equal value. But, using the ordinary 
formula relating marginal revenue to price, these will earn additional foreign 

exchange, and thus buy additional imports, worth only /*(1 + ~~ ~)» ®3C- 


cluding duty. If the tariff is “ optimum,” the quantity of extra imports must 
equal the quantity of import-type production foregone, t.c., (1 •““) = b 

whence t ==* slight extension of this argument gives easily the formula 

of Mr. Kahn in the Review of Economic Studies^ Vol. XV (1), No. 37, which allows 
also for a less than infinite elasticity of supply of imports.) Assuming that 
imports of raw materials, free of. duty, must be increased by a fraction i of the 
additional volume of exports, the optimum tariff on other types of imports 

would be - -y. (This case raises a number of special problems that 

cannot be discussed here.) 



1950 ] HOME K.ESOURCES TO SAVE IMPORTS : A COMMENT 631 


100% or 66f%. Certain more complicated formula give even 
higher figures. 

3. Now, statistical investigations have suggested a low 
elasticity of demand for the exports of many countries besides 
Britain. If, therefore, all countries were to use the type of criterion 
and calculation suggested by Professor Robinson and Mr. Harris in 
determining the protection to be given, not only to their agriculture 
but also to their industries (which compete with British exports), we 
should have a world of extremely high protection in which every 
country, including the United Kingdom, would almost certainly be 
worse off than in a world of lower trade barriers all round.^ It 
can hardly be in Britain’s interest to encourage such a world by her 
example, or to force other countries into such extreme protection. 

4. A more liberal British policy may automatically reduce the 
barriers which it pays other countries to maintain, and—perhaps 
much more important—it can also be used to obtain reciprocal 
(joncessions in bilateral or multilateral agreements. In so far as 
British policy affects that of other countries in these ways, it will 
therefore pay us to give less protection, perhaps much less pro¬ 
tection, to our agriculture (and to other forms of production) 
than would be suggested by calculations of the type used by Pro¬ 
fessor Robinson and Mr. Harris. If long-term elasticities of 
demand for exports can be shown to be greater than the magni¬ 
tudes reached in recent calculations, which seem to refer to 
relatively short periods and on which some doubt has been cast,^ 
the optimum level of protection will, of course, be still further 
reduced. 

G. D. A. MacDougall 

Wadhayn College, 

Oxford. 


OFFICIAL PAPERS 

Problems of Under-developed Countries 

The economic publications of the United Nations Secretariat 
so far have fallen under two heads : specialised studies of particular 
problems and general reports on the economic situation. Of 
these, the latter have, naturally, had a wider public, which is, 
however, unfortunate, since the two World Economic Reports so 

^ Cf. Mr. Scitovsky’s well-known article in the Review of Economic Studies, 
Vol. IX, No. 2. 

.* See, for example, G. H. Orcutt, “ Measurement of price elasticities in 
international trade,” Review of Economic Statistics, May 1950. 
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far produced show signs of having been * somewhat hurriedly 
assembled, while the more specialised studies, though also pro¬ 
duced, no doubt, in an atmosphere of something less than academic 
calm, are distinctly more satisfying. 

While the studies under review ^ differ widely in form, they both 
belong to the class of specialised studies. The work on relative 
prices arises out of difficulties on account of post-war price- 
relationships complained of by some under-developed countries. 
Its findings are exceedingly interesting, and a little surprising. 
The common notion of what has happened to terms of trade since 
1938 is derived from the experience of the United States and the 
United Kingdom; it amounts to a belief that manufactures have 
risen in price markedly less than primary products, and would 
naturally lead most people to conclude that under-developed 
countries, exporting primary i)roducts and importing manu¬ 
factures, have done rather well. This simple picture, however, 
must be modified in three main respects : in the first place, among 
manufactures, consumers’ goods (especially textiles) have risen 
in price very much more than capital goods; secondly, price- 
increases among primary products differ very widely, foodstuffs 
and textile materials having, in general, risen more than raw 
materials; thirdly, many under developed countries are fairly 
heavily dependent on imports of certain primary commodities 
(especially foodstuffs). 

Since under-developed countries often depend on only a very 
narrow range of exports, their fortunes vary greatly. Grenada 
and the Gold C^oast, for instance, rely mainly on cocoa, the price of 
which rose more than 500% between 1938 and 1947; Cuba, 
Martinique and Puerto Rico mainly on sugar, the price of which 
rose only 80% (much less than the prices of their imports). It is 
also the case that the year-to-year movements of some of the 
commodity prices have been very abrupt, a fact responsible for 
certain apparent anomalies in the study. The reader may well 
wonder how it is possible for the Gold Coast’s terms of trade to 
have worsened in view of the phenomenal rise in cocoa prices, until 
he discovers that the statement to the effect (Table 19, p. 55) is 
based on prices of 1946, before the great rise of cocoa; the diffi¬ 
culty is increased by the fact that the Gold Coast data relating to 

^ Relative Pricea of Exports atvd Imports of Utider-developed Countries, (Lake 
Success: United Nations. (Londpn : H.M. Stationery Office), 1949. Pp. 166. 
Is, 6d.) 

Methods of Financing Economic Development in Under-developed Countries, 
(Lake Success: United Nations. (London: H.M. Stationery Office), 1949. 
Pp. 163. 9«.) 
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dianlonds, rubber and kola nuts are misprinted in the last two 
columns of the table on p. 152. 

An interesting analysis is made also from the trade statistics of 
certain industrial countries. The United Kingdom’s terms of 
trade, for instance, are shown to have worsened much more in 
1947 (as compared witli 1938) with a group of under-developed 
countries (excluding United Kingdom colonies) than with the 
United States or South Africa, while with Canada they had not 
changed, and with Australia had actually improved. The terms 
of trade of France and Switzerland in tliis period seem to have 
worsened also in so far as they imported i)rimary products and 
exported capital goods, but the overall terms of trade improved in 
both cases, owing largely to the considerable importance of textile 
exports (and, for Switzerland, of watches); also (especially in the 
case of France) to the fact that a considerable proportion of imports 
consisted of manufactures. 

This is a useful and workmanlike study, in which the detailed 
develoj^ments of recent years, such as those mentioned above, 
have been adequately related to both the historical trend and the 
general economic ])osition of the under developed countries. 

The study of methods of financing economic development in 
under-developed countries is essentially a collection of memoranda 
on the subject by the various Specialised Agencies, the Sub- 
Commission on Economic Development, and the International 
(Chamber of (^ommerce, wdth excerpts from tlic lleport of the 
Economic and Employment Commission and with two intro¬ 
ductory chapters in which some attempt is made to summarise 
them. The resulting summary is, necessarily, of a very general 
nature, while most of the memoranda rtq^i’esent somewhat 
specialised views or platitudes in various keys, which render them 
more interesting (presumably) to the sociologist than to the 
economist. The memorandum by the Food and Agriculture 
Organisation, on the other hand, makes a heroic attempt to quan¬ 
tify the problem of econpmic development in under-developed 
countries, and if this involves a considerable number of unstated 
or arbitrary assumptions, it has nevertheless the immense virtue 
of making a challenging beginning to the serious study of the 
matter on lines which have some chance of proving fruitful. 
This, at all events, renders the book a useful example of what the 
economist can contribute to economic statesmanship, 

A. J. Brown 


University of Leeds. 
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An Approach to Economic Development in the 
Middle East ^ 

The United Nations Economic Survey Mission for the Middle 
East, which was established by the United Nations Conciliation 
Commission for Palestine, was headed by Gordon R. Clapp, 
Chairman of the Board of Directors of the U.S. Tennessee Valley 
Authority; and Sir Desmond Morton was one of its Deputy 
(Chairmen. The Interim Report of the Mission, which is 
reproduced in Part I of the Final Report, dealt with the problem 
of Palestine refugees and formed a basis for action by the General 
Assembly of the United Nations. The Final Report itself does 
not deal directly with the problem of the refugees, but it is pointed 
out that a solution of this problem is inseparable from a solution of 
the problem of poverty and hunger affecting a large section of the 
population of the Middle East. A short chapter is devoted to the 
present obstacles to economic development in the Middle East. 
I hen we come to the main recommendations, which are based on 
a selection, from the projects included in the plans of the individual 
countries, of four “ pilot demonstration projects ’’—one each in 
Jordan, Arab Palestine, Lebanon and Syria. These fall largely 
in the fields of irrigation and hydro-electric develoi)ment. The 
hope is expressed that these “ pilot projects skilfully spot¬ 
lighted by the national Government, could be the beginning of 
the dynamic process which brings hundreds and finally thousands 
of small reforms and changes of benefit to peoples and their 
Governments.National development boards are advocated. 
The Mission urge that a sum not exceeding $10 million for the 
promotion of research activity in the Middle East be made 
available by the members of the United Nations (which as a body 
has no fund available for this purpose). 

The bulk of the first volume. Part I of the Final Report, 
consists of appendices devoted to a financial survey of the Middle 
East, to the requirements of research and of technical survey, 
to some of the more important existing development projects, and 
to a slightly more detailed discussion of the Mission’s four pilot 
projects. 

Part II constitutes a technical supplement, based largely on 
the work of a number of consultants. It deals with agriculture in 
relation to the economic development of the Middle East; 
contains an engineering report on Middle-East long-term develop- 

^ Final Report of the United 'Naliona Economic Survey Mission for the Middle 
East, United Nations (H.M. Stationery Office, 1950. 11". Port I, pp. viii -f 

103, Is, 6d. Part II, pp. vi -J- 74, 6^.) 
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ment projects; and provides details of some potential work 
relief projects, of a short-term nature, for Palestinian Arab 
refugees. 

R. F. Kahn 


King's College, 
Cambridge, 


CURRENT TOPICS 

The Annual Meeting of the Royal Economic Society was held 
at the London School of Economics on Thursday, July G, 1950. 
Professor Sir Hubert Henderson was elected President of the 
Society. Professor D. H. Robertson, the retiring President, was 
elected Vice-President. Mr. R. L. Hall was elected Honorary 
Secretary in succession to the late T)r. L. L. Price, who had 
served in that capacity from the foundation of the Society. 
Professor A. J. Brown, Professor H. J. Habakkuk, Professor 
H. Hamilton, Mr. F. E. Harmer, Mr. G. D. A. MacDougall and 
Professor R. S. Sayers were elected to fill vacancies on the Council. 
After the formal business, there was a discussion, introduced by 
Mr. H. P. Barker and Mr. R. F. Kahn, on the question “ How far 
is a Substantial Home Trade a necessary condition of an efficient 
and competitive Export Trade V A large number of Follows 
subsequently joined in the discussion. 


The Secretary reported on the membership and finances of the 
Society as follows: 



1949 

1 1948 

1947 

1939 

1914 

New Fellowa and Library Members 
edectod ..... 

097 

674 

493 

490 

50 

Fellows lost by death, resignation, 
or default .... 

434 

429 

397 

490 

33 

Number of Fellows and Library 
Members on Doc. 31st 

5,557 1 

5,294 

5,049 

4,572 

094 

Total Compounders included in 
above total . . , . 

1 

1,987 

1,979 

1,953 

1,155 

159 

Surplus of Income over Expendi¬ 
ture, together with receipts from 
Compounders 

£2,219 

3,056 

2,511 

329 

278 


We congratulate Mr, R. F. Harrod, Joint-Editor of this 
Journal, on receiving the honour of a Doctorate, Honoris 
Causa, in the Faculty of Law of the University of Poitiers. 
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Hovhhn-Norman Fund. The Trustees of the Houblon- 
NormanFund, on the recommendation of the Advisory Committee, 
have made the following awards for 1950-51 : 


Fellowships, 

Mias L. M. Brown, Lecturer, Somerville 
College, Oxford, 1947-50. 

E. T. Neviii, Assistant Lecturer, Uni¬ 
versity College of Wales, Aberyst¬ 
wyth. 

W. Woodruff, Lecturer, University of 
Nottingham. 

Research Grants, 

G. H. Copeman, Research Student, 
London School of Economics. 

J. S. Fforde, Clirist Church, Oxford, 
Student of Nuffield College. 

Professor P. Ford, University College, 
Southampton (Additional Grant). 

W. C. E. Hartley, Bank Official (re- 
uewal). 

J. Lanner, Lecturer, University College, 
Cardiff. 

W. T. Newlyn, Lecturer, University of 
Leeds. 

L. S. Prossnell, Assistant Lecturer, 
University College, Exetor. 

J. A. P. Treasure, Research Studi^nt, 
University of Cambridge (renewal). 

B. Walkden, Hoad of tho Department 
of Coinmorco, Mining and Technical 
College, Barnsley. 


English Commercial Relations in the 
18303. 

Tho Mechanism of Cheap Money since 
1932. 

History of tho Rubber Mamifacituring 
Indust^5^ 

The Direction of Joint Stock Com¬ 
panies. 

Tho Federal Reserve System, 1945-*- 
49. 

Small Ports in the U.K. 

History of Banks and Bonkers in 
Yorkshire. 

Banking m Post-war Germany. 

Currency, and Banking in the African 
Colonies. 

Country Banking, 1789-1845. 

British Export Trade, 1939-49. 

Uniform Cost Accounting in Relation 
to Price Control. 


An offer of awards for 1951-52 will be made early in 1951. 
Further information may be obtained from the Secretary, 
IIoublon-Norman Fund, e/o The Bank of England, London, E.C.2. 



RECENT PERIODICALS AND NEW BOOKS 

Journal of the Royal Statistical Society. 

VoL. CXII, Paet IV, 1949. Variations in Working Class Family Ex¬ 
penditure : J. L. Nicholson. International Rubber Statistics : W. G. G. 
Kellett. a Few Statist ics on the Length of English Words: Sir William 
P. Elderton. The Distribution of Wars in Time : J. E. Moyal. 
Wholesale Prices in 194S : Editor of the Statist. Annual Report 
of the Council. Proceedings of the One Hundred and Fifteenth Annual 
General MeeVhuj. 

VoL, CXTTT, Part I, 1950. The Use of Statistics in Business : Sir Geof¬ 
frey I-Ieyworth. The U.K. Mercantile Marine and its Contribution to 
the Balance of Payments : M. G. Kendall. United Kingdom, Labour 
Statistics : R. 15. Ainsworth. Statistics of (he Cotton Industry : A. C\ 
Wild. Household Expenditure on Food in Holland : G. Stuvel and 
S. F. James. 

Economica. 

November 1949. A Possible Intra-European Payments Scheme : K. F. 
Kahn. A Geometrical Representation of Balance of Payments Pokey : 
J. E. Meade. Investment in a Monetary Economy : J. S. G. Wilson. 
Three Notes on "'Expectations in Economics'': R. Turvey, J. de V. 
Graajbt and W. J. Baxjmol, G. L. S. Shackle. Capital E.rports, and 
Investment in Building in Britain and the U.S.A. I8o6-1914 : E. W. 
Cooney. 9'hc Rubber Industry : F. Henham. A Note on the Lderpreta- 
lion of Index Numbers : I. M. 11. Little. 

FKBRUARy 1950. Production and Price Policy in Public Entcrjmse : M. 
Fleming. The Price Policy of Co-operative Societies : B. S. Yamey". 
The Decline of Ricardian Economics in England : R. L. Meek. The 
Analogy between Producer and Consumer Equilibrium Analysis: H. 
Makower and W, J. Baumol. Mr. Harrod on Hump Saving : J. de 
Graaff. Two Reports on Population : E. Grkbenik. 

May 1950. The Statistical A 2 )proach : M. CL Kendall. Distribution of 
Incomes in the United Kingdom in 1938 and 1947 : E. C. Rhodes. 
Revealed Preference and the Utility Function : H S. Houthakker. 
Recent German Contributions to Economics : A. T. Peacock, National 
Income^ Exchange Rates and the Balance of Trade : K. M. Savosnick. 
United Kingdom Public Expenditure by Votes of Supply^ 1793 -1817 : 
W. M. Stern. Over-Employment: A. C. Pigou. 

The Economic History Review. 

Second Series, Vol. TT, No. 2, 1949. Peasant Movements in England 
before 1381 : R, H. Hilton. London Capitalists and the Decline of 
Southampton in the early Tudor Period : A. Ruddock. Treasure and 
Trade Balances: the Mercantile Problem: Charles Wilson. The 
Growth of Industrial Production in Great Britain : a quantitative study : 
W. Hoffmann, The Trends in Italian Economic History in the later 
Middle Ages : C. M. Cipolla. Further Light on the Invention of the 
Process for Smelting Iron Ore with Coke : W. H. Chaloner. The 
History of the Newport and Caerleon Savings Bank {1830-1888) ; T. M. 
Hodges. Recent French Writings in the Social, and Economic History of 
Modern France : P. Leuilliot. 

The Political Quarterly, 

Vol. XXI, No. 2, APRIlr^UNE 1950. Special Number—Nationalised 
Industries. The General Election: P. G. Richards. Organisation of 
the Nationalised Industries : B. N. Chester. The Governing Board of 
the Public Corporation : W. A, Robson. Ministerial Control and Parlia- 
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rmniary ReaponsibUity of NaHonalised InduatHea : E, Davies. Labour 
and Staff Problema under Nationalisation : D. H. Cole. The Voice 

of the Consumer : J. A. G. Griffith. The Price Policy of Public Corpora- 
Hons : W. A. Lewis. Efficiency under Nationalisation and its Measure¬ 
ment : P. Sarqant Florence and G. Walker. The Crux of National¬ 
isation : Sir Arthur Salter. 

The Manchester School of Economic and Social Studies. 

Vol. XVIII, No. 2, May 1950. The Rde of Science in the British Economy : 

R. L. Meier. The Dollar Cap : K. Martin. Consumers' Representation 
in the Public Sector of Industi'y : A. M. de Neuman. Scottish Industries 
during the Inter-war Period : C. E. V. Leser. The Demand for Potatoes : 
K. S. Lomax. 

Inter)mtional Affairs. 

Vol. XXVI, No. 2, April 1950. 2^he Dollar-Sterling Problem : Roy 
Harrod. The International Trade Union Movement: A. Deakin. 
The Recovery of German Exports : J. F. Cahan. Greece : relapse or 
recovery ? : O. Chandler. Food and Farming in Germany. II. Farm¬ 
ing and Laxid R^orm: W. Klatt. IHio and the Cominform : E. 
Crankshaw. a Polish Challenge : G. F. Hudson. 

TM British Journal of Sociology. 

Vol. I, No. 2, June 1950. Sockd Class of Cambridge Alumni : Hester 
Jenkins and D. Caradog Jones. Problems and Orientalions of Re¬ 
search in Race Relations : L. Wirth. Social Structure and the Ruling 
Classt II: R. Aron. Some Demographic Aspects of White Supremacy 
in South Africa : L. Kuper. The Trend of National Intelligence : 
Sir Cyril Burt. 

Ilic Sociological Review. 

Vol. XLll, Section 3, 1950. The Theory of the Social Threshold : T. T. 
Paterson. 

Vol. XLII, Section 4, 1950. Depopulation and Rural Social Structure : 
G. D. Mitchell. 

Vol. XLII, Section 5, 1950. Kierhegaard on Capitalism : W. Stark. 

The Eugenics Review. 

Vol. 42, No. 2, July 1950. The Quality of the Rural Populalion : Barbara 

S. Bosanquet. Welfare and Population : E. W. Barnes. 

Bulletin of the Oxford University Institute of Statistics. 

Vol. 12, No. 3. American Tourist Expenditure and the European Balance 
of Payments : Kathleen M. Longmore. The Nation^ Income in 
1949: D. Seers. WorMng Class Household Expenditure in 1948 : 

T. Schulz. 

Vol. 12, No. 4. Food Expenditure and Nutrition in 1948 : T. Schulz. 
Elasticity of Demand for U.K. Imports : F. G. Thackeray. Corporate 
Taxation and Depreciation : P. Wiles. 

London and Cambridge Economic Service. 

Vol. XXVIII, Bulletin I, February 1950. T'he Economic Position. 
The United States Tariff .• A. R. Prest and A. D. Roy. The Perform¬ 
ance and Prospects of British Agriculture : J. R. Raeburn. Prospects 
for Interest Rates : F. W. Paish. Wage Rates : A. L. Bowley. In¬ 
dustrial Prod/uction : A. A. Adams. Index of Industrial Production. 
(Table). Building and Civil Engineering : 1. Bowen. Home Firuance : 

F. W. Paish. International Finance: G. S. Dorrancb. World 
Commodity Survey: C. F. Carter. The Second Half of 1949 in the 

U. S.A. : M. W. Reder. 

Vol. XXVIII, Bulletin Ilf May 1950. The Economic Position. British 
Economic Policy, 1945-50 : E. A. G, Robinson. Building and Civil 
Engineering in 1949 and 1950 : 1, Bowen. International Finance : 

G. S, Dorrancb. 
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Yorkshire BuUetin of Economic and Social Research, 

Vol/2, No. 1, JAmJABY 1950. Exchange Rate Adjustments : J. C. Gilbert. 
The Elasticity of Substitution between Sources of British Imports, 1921- 
1938: Z. Kubinski. A Survey of Consumer Expenditure: Joyce 
Bellamy and Ian Bowen. 

The Banker, 

May 1950. Inquest on the Budget, Who Holds Sterling Balances ? Towards 
Dollar Solvency, 

June 1950. FtiU Circle in Qilt-cdged, Britain's Retreat frorn Bilateralism, 
American Monetary Policy : E. V. Moboan. 

July 1950. Freedom to Inflate. The Planned Neglect of Capital: G. 
Hutton. American Monetary Policy, II : E. V. Morgan. British 
Industry and the Schuman Plan. Ireland : an economic survey. 

The Bankers' Magazine. 

May 1960. Money and Banking in the Twentieth Century : D. B. Marsu. 

The Efficient Organisation of Branch Banks : K. Hindle. 

June 1950. Five Years After. End of the War over the Ruhr: M. J. 
Bonn. 

July 1950. Money and Banking in the Twentieth Century, The Bridge 
House Papers : H. Blundell. The Life of a Junior Bank Clerk 40 
Years Ago. 

Barclays Bank Review. 

May 1950. Has Britain Paid Her Way ? 

District Bank Review, 

June 1950. A Stable a^id Expanding World Economy : G. D. N. Wobs- 
WICK. The Economic Integration of Europe, The Housing Shortage 
and its Vicious Circles. 

Lloyds Bank Review, 

April 1950. The Economics of Rent Restriction : F. W. Paish. W^es 
in Ftdl Emjdoymcnt: S. B. Dennison. British Industrial Production : 
E. Devons. 

July 1950. Towards the Atlantic Community : L. Robbins. The Dollar 
Siege : Honor Croome. 

Midland Bank Review, 

May 1950. A Survey of Monetary Affairs. 

National Provincial Bank. 

May 1950. The General Election of 1950 : R. B. McCallum. Goi^ermnent 
and Industry : H. G. Hodder. 

The Three Banks Review. 

March 1950. Labour Mobility, Migration Policy and the Standard of 
Living : Brinley Thomas. I'he Approach to International Commodity 
Problems : D. J. Morgan. The Darien Company, 

June 1950. The Problem bf Sterling Convertibility : R. F. Harbod. 
The Presentalion of the National Accounts : H. A. Benson. Letters from 
a Young Lady. 

Westminster Bank Review, 

May 1950, The Changing Aims of Fiscal Policy : W. M. Soammell. 

Margins of Safety, The Telephone Service. Mobility of Labour, The 
» Livestock and Beef Industries. 

Planning. 

VoL. XVI, No. 312. A New Policy for Homing Subsidies. 

VoL. XVI, No. 313. Semple Surveys. Part I. 

VoL. XVI, No. 314. Sample Surveys. Part II. 

VoL. XVI, No. 315. Soudi Asia. 

No. 239— VOL. LX. T T 
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Town and Country Planning. 

VoL. XVIII, No, 72, April 1960. Outline Plawfor Kent: Sir Eric Mac- 
Fadybn. Wdwyn : plan for completion : A. P. Davis. Dispersal and 
Local Finance : A. L. Wood. The Plan for Warwick : C. B. Parkes. 
VoL. XVIII, No. 73, May 1960. The Claim of Amenity : C. Williams- 
Ellis. School Requirements in Flamvhig : The Tay Valley Plan : P. W. 
MacFarlane. Planning and its Critics : F. J. Osborn. Bucks Plan 
Reviewed : B. J. Collins. 

Vol. XVIII, No, 74, June 1950. The Cold Coast begins to Plan : C. 
Dumpleton. Progress with the City Plan : H. A. Mealand. National 
Parks : (1) Snowdonia : P. Laws. Lancashire's Preliminary Plan ; 
Sir G. Pepler. 

Progress. 

Spring 1960. The Meaning of Research to A merican Industry : R. Stevens. 
The Importance of Business History : Charles Wilson. Outlook for 
Israel: A. Hildesheimer. Joseph Crosfield and Sons, The World 
Shortage of Fats and Oils : J. C. A. Faure. Vickers Armstrong : K. 
Sinclair. European Transport Progress : A. G. Mabsden. 

Summer 1950. Norway's Recovery: P. M. Strande. Benelux 1950:* 
P. Kuin. The: Story of Pears: E. Ellison. Distribution Survey: 
M, Abrams. Africa's Tomorrow: Klspeth Huxle's\ A Perspective 
of Taxation : F. Bower. The Administratwe Staff College : N, F. 
Hall. 

The United Africa Company Limited Statistical and Economic Review, 

No. 5, March 1960. Merchayidise Trading in British West Africa, Surf 
Port Operations in the Gold Coast, 

The Canadian Journal of Economics and Political Science, 

Vol. 16, No. 2, May 1950. M^illiani Burton Hurd {1891-1950), Unionism 
in the Fishing Industry of British Columbia : V, Gladstone and S. 
Jamieson. Canadian Federalism and the United Nations : J. Eayrs. 
Internal Determinants of the Canadian Upswing, 1921-9 : V. W. Malach. 
The Case for Increasing the Price of Gold in Terms of all Currencies : 

H. G. Johnson. M^hat Kind of Psychology does Ecoyiomics Need?: 
C. Beinold Noyes. Keturns to Scale and Substitution : J. S. Chapman, 
Fifty British By-Elections : Lionel H. Laing. A Note on Measures 
of Utility : J, C, Weldon. Notes on Labour Supply : S. C, Sufbin. 
A Note on the Definition of a Free Market : H. G. J. Aitken, The 
Instantaneous Theory of the Multiplier : H. M. Somers. Review Articles : 
Medieval Money Dealers : K. F. Helleiner. Principles and Practice 
in Economic Security : J. S. Morgan. Research hi Class Structure : 
E. Chinoy. Manufacturing Business : V. W, Bladen. 

The South African Journal of Economics, 

Vol. 17, No. 4, December 1949. The Meusure of Gold : C. Kist. So9nc 
Notes on Price Inflation in South Africa 1938-1948 {Part II) : T. van 
Waasdijk. The 1849 Settlers in Natal {Part II) : H. M. Robertson. 
Municipal Passenger Trayisport Costs and Revenue : United Kingdom 
and South Africa : J. C, Laight. The Environment of Business Decision : 

I. S. Lloyd. South Africa and the Sterling Area: J. W. Garmany. 
Vol, 18, No. 1. The Union's Priority Rating System during the War : 

J. W. Garmany. The West Wits Lme : W. M. Walker. European 
Economic De/velopmcnts in the IGth century; H. M. Robertson. 
National Income and Social Accounting : J. R. H. Shaul. Trade in a 
Ciskei Native Reserve : D. H. Houghton. 

Review of Economic Progress, 

Vol. j, No. 11. The Produdivitp of Tertia/ry Industry, I, 

Vol, I, No. 12. The Productivity of Tertiary Industry, II, 

Vol. II, No. 1. Capital Resources and their Accumulation. 
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^ Bank of New South Wales Review, 

No. 1, May 1950. Stresses in the Australian Economy, Modern Beef 
Transport. New Zealand's External Finances. 

The Indian Journal of Economics. 

VoL. XXX, No. 118, January 1950. Conferoice Proceedings. Welcome 
Address : V. S. Krishna. Inaugural Address : N, (1. Ranga. Presi¬ 
dential Address : V. K. R. V. Rao. Post War Inffaiion i)i India : 
V. R. PiLLAi. Inflation and Domestic Monetary Slabihiy : N. V. A. 
Narasimiiam. Mixed Economy and the Future of Capitalism : K. V. S. 
Sastrt, A Plea for Statistics : H. R. Rose. Aii Estimate of the Popula¬ 
tion of the Dominions of India and Pakistan for the year P.)5l : G. 
Krishnaswami. 


Pakistan Economic Journal. 

VoL. I, No. 1, July 1949. Economic Reconstruction of Pakistan with 
reference to Agriculture : K. A. Rahman. Objectives of Agricultural 
Planning for Pakistan : S. M. Akhtar. Economic Planning for National 
Nuti'ition : M. M. Khan. National Land Policy for the West Punjab : 

R. McL. OoRRiE. Irrigation and Power Development in Pakistan : 

P. R. A. Sahm. I*roblcms of “ Rural Labour and U'af/fs ” in the TPe.s^ 
Punjab : A. A. &ian. The FuUire of Cottage Industries : A. Iqbal. 
Pakistan's Foreign Trade : K. F. Khalil. Co-operation in Pakistan : 
K. M. R. Khan. The Slate Bank of Pakistan : A. A. Khan and S. 
H\med. Resiarcetion of Banking in Pakistan : N. Uqailt. 

Banking in EaM Pakistan : A. J\i uhajir. Pakistan Budgets : A. Ali. 
Pakistan's System of Payments : H. A. Alvi. 

VoL. 1, No. 2, October 1949. Pakistan's Provincial Finance: S. M. 
Akhtar. Inflation in Pakistan and the Way Out : 1>. Rarari. Agri¬ 
cultural Finance in Sind : N. lUiUAiLi. The Role of Co-operation %n 
Pakistan : M. R. Sharif. Co-operative Midtipurposc Societies : Cji. J. 
Alt. Review of Co-ojwration in A\-1F. F. P, : M. Y. Khan. Insurance 
in U.S.S.R. : Sn. M. Alam. The Mineral Wealth of WesUrn Pakistan : 
M. K. Abh^ JlusAiN. A Bird's Eye Vieio of Pak istan's Economy : S. ]M. 
Idris. 

\o\j. 1, No. 3, January 1950. The Circumstances of Pakistan's Non¬ 
devaluation : 1bn-Rairam. Islam as a Code of Economic Behaviour : 

S. A. Samad. The Thcoretired Background of Welfare Economics : 
A. F. A. Husain. Chittaijong .nnee Partition : H. Rahman. Co¬ 
ordination in Transport : R. Baraki. The Concept of Constant Marginal 
Utility of Money in Marshall's Economic Analysis : A. N, M. Mahmood. 
Our Economic Outlook : A. Hu ssumani. 

Sankhyd (The Indian Journal of Statistics). 

VoL. X, Parts T and 2, March 1950. Statistical Analysis of Some 
Physiological Experiments : A. Linder and Etienne Grandjean. 
On a Problem of Two Dimensional Probability : R. C. Rose. Univariate 
and Alultivariate Analysis as Problems in Testing of Composite Hypotheses^ 
1 : S. N. Roy, The Theory of Fractional Replication in Factorial 
Experiments : C. R. Rao. A Note on the Fractional Rtplication of 
Factorial Arrangemetiis : K. S. Banerjee. Two Dimensional Systematic 
Sampling and the Associated Stratified and Random Sa 7 npling : A. C. 
Das. Economic Classification of Agricultural Regions in Bengal : A. 
Ghosh. 

The Indian Journal of Commerce. 

VoL. HI, No. 9, March 1950. Collective Bargaining; its economic 
7 nerits and demerits : D. G. Puranesh. Some Asjiects of Industrial 
Finance in Didia : K. K. Sharma. Ideals of Labour Welfat^e and 
Manage 7 ne 7 H : M. C. Shukla, Labour W elf a/re and Managenmit in 
India : S. C. Chaturvedi. 
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Tala Quarterly. 

October 1949. The Eight Point Programme, 

January 1950. Economic Incentives, 

April 1950. Trends in Indians Public Debt, 

Intemaiioncd Labour Review, 

March 1950. The Asian Regional Conference of the hxternational Labour 
Organisation : Nuwara Eliya (Ceylon)^ Janiuiry 1950, Wage Policy 
in Greece : S. Agapitidbs. Social Security in Agriculture : II, 

April 1950. National Health Insurance in Japan : G. F. Bohrlich. 
Programmes in Aid of Family Homebuilding ^ “ Aided Self-Help Housing 
J. L. Crane and R. K. McCabe. National and International Measures 
for Full Employment, Rehabilitation and Resettlement of Displaced 
Persons in the Indian Union. 

May 1950. Employment, Productivity and Incomes in New Zeedand Farm¬ 
ing : F. R. Bray. The Trade Union Moricment in Belgium : L. Del- 
siNNE. Employee Recreation Programmes in the United States, 

June 1950. The Automatic Coupling of Railway Vehicles, The Technical 
Engineering Service of an American Trade Union : S. Barkin. Con¬ 
ditions of Work of Fire Fighting Services, 

^taff Papers, {This is the first issue of a new periodical, which will 
appear three times a year, published by the International Monetary Fund.) 

VoL. I, No. 1, February 1950. Latent Inflation : problems and policies : 
E. M. Bernstein. The Mecmmment of Inflation : J. K. IIorsefield. 
Effect of Exchange Depreciation on a Country's Export Price Level: 
J. J. PoLAK and T. C. Chano. Role of the EGA Program in Imports 
of Participating Countries aid in U.S, Exports : H. K. Carlson and 
W. J. R. Woodley. Local Currency Proceeds of an Import Surplus : 
A. N. McLeod. Terms of Trade in Latin American Countries : J. 
Aiiumada and A. Nataf. The International Trade Organization and the 
Monetary Fund : E. Hexner. 

United Nations Documents Index, 

^’'OL. I, No, 1, January 1950. United Nations and Specialized Agencies 
Documents and Publications, 

World (United Nations), 

Ficbruaby 1950. The Global Challenge to the GOP : W. Morse. Report 
on the Commonwealth : P. Noel-Baker. IRO Transplants a MiUicyn 
Refugees : J. D. Kingsley. Three Freedoms for Women: Laura Vitray, 
March 1950. Is a Third Wcnld War Inevitable ? : Bertrand Russell. 
The Children's Army of the United Nations : Laura Vitray. Life in the 
Air Age, 

April 1950. Secret of French Comnumism : S. K. Padover. Inside 
Story of Indo China : R. Pinto. UN^s Battle for Man's Rights : M, 
Beer. World Trade : E. Black and R. Marjolin. 

The Annals of the American Academy of Political and Social Science, 

March 1950. Aiding Underdeveloped Areas Abroad, 

May 1950. Gcmhling, 

The Quarterly Journal of Economics, 

VoL. LXIV, No. 2, May 1950. European Unification and the Dollar 
Problem : A. Smithies. Bandwagon, Snob, and Veblen Effects in the 
Theory of Consumers' Demand: H. Leibenstein. Soviet National 
Income and Product in 1937, Part I, National Economic Accounts in 
Current Rubles : A, Bergson.* The Recruitment of the American Business 
Elite : W. Miller. Forces Affecting the Interindustry Wage Structure : 
A. M. Ross and W. Goldner. A Theory of Interindustry Wage Structure 
Variation : J, W* Garbarino. 
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* The Journal of Political Economy, 

VoL- LVIII, No. 1, Fkbbuary 1950. Reflections on Poverty within Agri¬ 
culture : T. W, Schultz. The Theory of International Values : G. A. 
Elliott. Collective Agriculture in Israel: C. W. Efroymson. Cur¬ 
rency Depreciation^ Income^ and the Balance of Trade : A. C. Harberger. 
Antitrust Policy Re-examined: N. H. Jacoby. State Bonuses for 
Veterans : I. H. Sbigel and E. Weinberg. 

VoL. LVIII, No. 2, April 1950. neurophysiological Economics : A. B. 
Wolfe. Resource Allocation under Share Contracts : D. G. Johnson. 
The Momtary Mechanism since the War : E. C. Simmons. Patents 
and Technic^ Progress—a study of television : W. K. MacLaurin. 
Theories of Welfare Economics: M. W. Reder. The Alathematical 
Theory of Monopoly in 1839 : Charles Ellet, Jr, : C. D, Calsoyas. 

VoL. LVIII, No. 3, June 1950. Professor Schumpeter on Socialism: the 
case of Britain : D. Dewey. Uncertainty, Evolution, and Economic 
Theory : A. A. Alchian. Tax Incentives for Altneral Enterprise : 

D. H. Eldiupgb. Legal Tender duriny the Enylish and Irish Bank Re¬ 
strictions : F. W. Fetter. Labour Unions and the Price System : A. 
Rees. 

The Review of Ecotiomics ay\d Statistics. 

VoL. XXXII, No. 2, May 1950. Measurement of Price Elasticities in 
International Trade : G. li. Orcutt. The New Industrial Pensions : 
A. M. Ross. Recent Texts on Mathematical Statistics : P. A. Samuelson. 
The Alechanics of Inflation : 3. Duesenberry. Income Determination 
in Open Inflation : F. D. Holzman. A Note on the Supply of Female 
Labor: D. Schwartzman. Jurisdictional Strike Statistics: J. T. 
Dunlop. Food Prices in the Soviet Union, 1936-50 : I. B. Kravis 
and J. Mintzes. Midticompensatory Trade : A. S. Manne. Prewar- 
Postwar Relationship between Disposable Income and Consumption 
Expenditures : R. C. Cave. Federal Reserve Policy and the Recession 
of 1937-1938 : K. D. Roose. 

American Economic Review. 

VoL. XL, No. 2, May 1950. Papers and Proceedings of the Sixty-second 
Annual Aleeting of the American Economic Association. What Planning 
and How Much is Compatible with a Market Economy : Sib Henry Clay, 

E. Lindahl. Capitalism and Alonopolistic Competition, I. The Theory 
of Oligopoly : G. J. Stigler, J. S. Bain, T. Scitovsky, W. Felineb. 
II. Can the American Economy be Made more Competitive : Clair 
Wilcox, A. D. H. Kaplan, E. H, Chamberlin, J. M. Clark. Capitalisyn 
and Economic Progress : L. M. Hacker, H. F. Williamson, G. W. 
Terborgh, E. M. Hoover. Stabilizing the Economy : The Employment 
Act of 1946 in Operation : P. J. Strayer, G. L. Bach, R. Blough. 
Problems of an Advanced Defense Economy : C. Hitch, B. F. Haley, 
R. A. Musgrave, L. G. Reynolds. Transportation in Capitalist ayid 
Socialized Economies: G. Lloyd Wilson, E. G. Plowman, C. L. 
Dearing. Can Capitalism Dispense with Free Labor Markets ?: 
C. Kerb, J. Shisteb, K.. E. Boulding. Capitalism and Equality of 
Income : Selma F. Goldsmith, Hazel Kyrk, A. G. B. Fisher. Tax 
Structure and Private Enterprise : L. H. Seltzer, PL G. Keith, E. R. 
Kolph. Economic Power Blocs and American Capitalism: J, J. 
Spengler. American Capitalism, W^here Are We Going ?: B, S. 
Keibstead, j. a. Schumpeter, S. H. Slichter. U.S. Foreign Invest¬ 
ment in Underdeveloped Areas : H. W. Singer, W. A. Brown, W. S. 
Salant. Economic Policy in Occupied Germany : T. W. Schultz, 
W. W. Heller, H. Mendershausen. 

VoL. XL, No, 3, June 1950. Methodological Issues in Quantitative Eco¬ 
nomics : R. ViNiNG. Notes on the Dollar Shortage : W. S. Tolper. 
Graham's Theory of International Values : L. A. Mbtzlbr. Controlling 
Resource Flows in Wartime : E. B. George and R. J. Landry. The 
Concept of Workable Competition: J. W. Markham. Union Wage 
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Decisiom and Employment: G. P. Shultz and C. A. Myebs. Individiud 
Savings in 1947 and 1948 : J. N. Morgan. Uouglas Committee Report: 
E. A. Goldenweiser. 

Econometrica. 

VoL. 18, No. 2, April 1960. Joseph A, Schumpeter (1883-1960): W. 
Leoetief. RcUional Behaviour^ Uncertain Prospects, and Measurable 
Utility: J. Marschak. Inversion of the Leontief Matrix by Power 
Series : F. V. Waugh, The Bargaining Problem : J. F. Nash. The 
Analysis of Output under Discrimination : E. O. Edwards. 

Foreign Affairs, 

VoL, 28, No. 3, April 1960. Political Ideas in the Twentieth Century : 

I. Berlin. Strategy for two A townie Worlds : H. W. Baldwin. Germany 
puts Freedom before Unity : Marion Donhoff. Fifty Million More 
Americans: J. S. Davis. Jugoslavia's Stiruggle for Equality: M. 
Bartos. European Union : false hopes and realities : H. M. Lange. 
World Labor's New Weapon : J). Dubinsk^\ The Marshall Plan Half¬ 
way : J. H. Williams. Cro-wdid Countries and Empty Spaces : Sir 
Alexander Carr-Saundkks. Dismemberment of Germany : P. E. 
Mosely. India's Democratic Constitution : Sri Ram Shabma. 

The Southern Economic Journal. 

VoL. XVI, No. 4, April 1960. The Economics of the Bible : G. H. Aull. 
A Review of Business Cycle Theory : E. M. Swanson. Public Policy 
and Monopoly : a Dilemma in Remedial Action : Jesse W. Markham. 
Some Effects of Rent Control : \\\ D. Grampp. Recent Dev€lo 2 mients 
in the Investment Trust Fidd : N. Bklfer and R. Weinberg. The 
Communist Threat to Lal)or : A. L. Gitlow, KentueJey's Recent Income 
Tax Experience : F. J. Shannon. 

The Journal of Economic History. 

\'oL. X, No. 1, May 1950. The Patent Controversy in the Nineteenth 
Century : F. Machlup and Edith Penrose. The Effect of Business 
Conditions on Early Judicial Decisions Concerning Restraint of Trade : 
T. S. Berry. Joseph Chamberlain and Workmen's Compensation : 
W. C. Mallalieu. 

Agricultural History. 

\'ol. 24, No. 2, April 1950. Food m England : E. Parmalee Prentice. 
The Rural Electrification Administration in Perspective : H. S. Person. 
The Negro in the Agra/rian Revolt . J. Abramowitz. Agriculture in the 
Encydopedie : an Essay in French Intellectual History : D. J. Branden¬ 
burg. A Neglected Source of Cora Belt History : Prime's Model Farms : 
E. D. Ross. 

Journal of Farm Economics. 

VoL, XXXII, No. 1, February 1950. Postwar Recovery of Western 
German Agriculture : P. M. Raup. Problems in Establishing Grad>es for 
Fann Products : H. E. Erdman. What Has Happened to the Agricultural 
Ladder ?: R. Barlowe and J. F. Timmons. Planning in Cotton : 
C. O’Donnell. The Machine Process in Agriculture and Industry : 

J. M. Brewster. Western Farm Areas in Two World Wars : R. F. 
Wallace. United Nations Scientific Conference on the Conservation and 
Utilization of Resources : G. H. Aull, L. P. Gabbard and J. F. Timmons. 

VoL. XXXII, No. 2, May 1950. Our Agricultural and Trade Policies : 
L. Witt. Reducing Price Variability Confronting Primary Producers : 
O. H. Brownlee and D, G. Johnson. New England Dairy Farm 
Managcynent Project as an Example of the Operating Unit Approach to 
Farm Management A'nalysis: R. G. Wheeler. Marketing Agreements 
and Cooperative Marketing : W. Z. Hirsch. Technologiccd Changes and 
the Future of Rural Life : S. E. Johnson. Uncertainty in Market 
Relationships and Resource Allocation in the Short-Run : E. O. Heady. 
Problems of Landownership in Latin America : L. N. Gay. 
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Land Economics. 

¥ 

VoL. XXVI, No. 2, May 1950. An Analysis of Commercial Gonstritction : 
H. B. ScHECHTER. The Distribution of Labour between Industries and 
between Locations: Colin Clark. The Agricultural Signifidance of 
German Boundary Problems : the Oder-Neisse Line : P. M. Raup. 
Reserve Plant Capacity of Public Utilities and Efficient Use of Resources : 
E. Troxel. 

Industrial and Labor Relations Review, 

VoL. 3, No. 4, July 1950. Disciplinary Powers of Unions : C. Summers. 
Labor Agreements in the West Coast Fishing Industry : restraint of trade 
or basis of industrial stability ? : R. L. Randall. University of Wisconsin 
School for Workers : E. E. Sc'hwarztrauber. Problems of Method hi 
the Study of Human Relations : J. W. McConnell. The Consolidation 
Issue in the American Glass Worker Unions : H. E. Steele. Measure¬ 
ment of Secondary Unemployment: an evaluation of Woytinsky's Methods : 
H. G. Heneman. 

American A ffairs, 

VoL. XII, No. 2, April 1950. Design for a Welfare World, The Neio 
Economic Ivisighi: B. Ruml. What Lies in Point Four : EdnaLoniqan. 
Story of Subsidized Agriculture, Threat of a Garrison State. 

VoL. Xll, No. 3, July 1950. Jobs and the Man : G. Garrett. Elephant 
Traps in the I TO : M. A. Beilpertn. Helping Britain to the American 
Market, 

Harvard Business Review, 

VoL. XXVTII, No. 2, March 1950. Governmental and Voluntary Programs 
for Security : J. VV. Myers. Atomic Power and the Location of Industry . 
W. Fsard aiul Whitney. Television : Techniques and Applications : 
A. N. Goldsmith. Management Must Manage : P. F, Druckee. 
Our National Transportation Problem : C. L. Dearing and W. Owen. 
The Profit Motive Comprommd : K. Powltson. Bigness and the Eco¬ 
nomic Analysis of Competition: R. S. Meriam. Prodnetirity—and 
Collective Bargaining : B. M. and Sylvia K. Selekman. 

VoL. XXV^Ill, No. 3, May 1950. Businessmen and the Press: W. M. 
Pinkerton. Scientific Management in Small Business : H. S. Freed¬ 
man. The Problem of the Repetitive Job : C, R. Walker. Employer 
Initiative in Pension Programs: E. L. Schwartz. Regulation of 
Airline Securities : R. F. Murray. Effect of Environment and Ad¬ 
ministration on Job Evaluation : C. Kerr and L. II. Fisher. Business 
and the Antitrust Laws : 11. Fleming. Estate Planning for the Owner- 
Manager : M, A. Shattuck. The Future of the International Economy : 
H. R. Smith. 


Harvard School of Bumness Administratioii. 

Bulletin No. 132. Oj)erating Results of Department and Specialty Stores 
in 1949 : F. L. Foster. 

Studies in Business and Economics, 

Vol. Ill, No. 4, March 1950.. National and Regional Economic Tendencies. 
Review of Social Economy, 

Vol. VIII, No. 1, March 1950. The Responsibility of the Entrepreneur 
tn Modern Industrial Society : L. C. Brown. The Entrepreneur in 
Economic Theory : J. Solterer. Who is the Entrepreneur?: H. W. 
Spiegel. What is the Function of the Entrepreneur ? : J. H. Sheehan. 
Papal Pronouncements on the Entrepreneur : R. J. Miller. 

Revue D*£conomie Politique, 

VoL. 69, Nos. 5-6, September-December 1949. Uccuvre iconomique de 
Vilfredo Pareto : G. Demabia. Pareto sociologue: G.-H. Bousquet, 
Pareto statisticieyi ; la distribution des frvenus : R. Roy. Lea courbes 
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d'hidiffirence coUictive : J.-K. Hicks. Pareto darts son et notre temps : 
E. Fossati. Les fins du systems economique f G. Debreu. La theorie 
des jevx : E. Justman. La posiiian de Viconomitrie dans la hiirarchie 
des sciences sociales : Q. Tintner. Du systems de Pareto aux “ modUes 
modernea : J. Tinbergen. 

VoL. 60, No. 1, January-February 1960. Aspect de la reconstruction 
monetaire de VEurope : R. Triffin. La methode marxiste : H. Bartoli. 
Crise et facteurs d*instabilite : J. Uli^mo. Uilasticiti des prix esUeUe 
susceptible d'assurer le plein-emplo% ? : J. Lecaillon. 

VoL. 60, No. 2, Maroh-April 1950. liemargues sur la politique iconomique 
et sociale de la Prusse : H. Stoehle. Notions priliminaires d Vitude des 
theories du cycle : H. Guitton. Les mirages du cridit: M. Bonniatan. 
Monnaie et intMt: F. Divisia. La masse monitaire et son intensite 
d'utilisation : A. Ehchardt. 

Revue jSconomique, 

No. 1, May 1960. Economistea et historiena : A. Marchal. Pour une 
economic historiquc : F. Braudel. Les phenonUnes iconomiques en 
iant que phinomhnes nombreux^' : J. Lhomhe. De Vorganisation de^ 
Veapace, Considerations de geographic et d'iconomie : J. Gottmann. * 
Marx et Keynes devant lapensee economique contemporaine : J. Lecaillon. 

Annales d'Economie Politique, 

VoL. V, No. 27, January-March 1950. TJdorie et evolution de Vintkrit: 
Baron Ch. Mourre. Les aspects higuietants de Veconomic frangaise : 
A. Armenoaud. Le probUmc des investissements : E. Bonnefous. 

Population, 

VoL. V, No. 1, January-March 1950, Alfred J, Lotka (1880-1949): 
P. V, Oil en eat la 7iataliti fra^igaise : J. Bourgeois-Pichat. Morale et 
demographic : E. Dupreel. La steriliti physiologique des populations : 
P. Vincent, Sur la mesure de la mobilite sociale : L. Livi. Risultats 
d'une enquSte sur Vavortement dans la region parisienne : J. Sutter. 
La ataliatiquc de la populatiori sous le Consulat et VEmpire : M. Rein- 
hard. UI slam et la limitation volontaire des naiaaances : G.-H. Boub- 
QUET. Bilan d'une immigration : L. Chevalier. 

Statistiques el Etudes Financibres, 

Suppu^iMENT Statistiques, No. 4, 1949. 

No. 14, February 1960. La paraflscalite. Uutilisation de la contre- 
valeur de Vaide amiricaine dans les pays beneficiaries, Etats-Unis : les 
messages priaideniiels au Congrhs, 

No. 16, March 1960. Remarques sur les principales operations du Trisor 
en 1949, Evolution des diaponihilites monetaires et du credit bancaire 
pendant le quatrihme trimestre 1949. EiatS’Unis : le revenu national en 
1949, Orande-Bretagne : les “ Balances Sterling,'^ 

No. 16, April 1950. Les recettea des departements, des communes et itablisse- 
ments divers, Activiti et bilan de la Sociiti nationale de vente des surplus, 
AUemagne occidcntale : la compensation jinancihre des charges des col- 
lectivitia publiquea, Autriche : le nouveau budget fediral de 1950, Pays- 
Baa : le budget de 1950. 

Suppl]6ment Finances Compar^es, No. 4, 1949. Les investisaements 
publics en France et d Vitranger : AUemagne^ Etats-Unis^ Italic, 

No. 17, May 1960, Essai de calcul du revenu national de Vannie 1948^ 
d'aprhs les statistiques fiscales. Lea successions et lea donations dedaries 
en 1948, Qrande-Bretagne : la situation economique et le budget de 
1950—1951, U,R,8,S, : la ri^valuation du rouble et la baisse des prix 

des Hens de consommation. 

No. 18, June 1960. L*Evolution de la situation fiyiancibre au cours du 
premier trimestre 1950, VEvolution des diaponiHUUs monitaires et du 
erSdit bansaire au cours du premier trimestre 1950, Qrande-Bretagne : 
le dificit en or et en dollars de la zone sterling. Italic : la situcUion ico¬ 
nomique et le budget de 1950, 
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Journal de la SocUte de Statistique de Paris. 

VoL. 91, Nos. 1-2, January-Febbdary 1950. Thcorie 'prohahilisic de la 
fovle : R. Malterre and P. Vendbyes. La statistique en AUcmagjie 
occidentale depuis 1945 : J. de Portzamparc. Chronique dedemograq>hie: 
P. Gaso. 

VoD. 91, Nos. 3 -4, March-April 1960. Rapports du Tresorier et dc la 
Commission des Foiids ct Archives. Charges de la Population active : 
M. J. Bourgeois-Pichat. Chronique de statistique agricolc : M. 
AuGi;-LARiB]S:. 

VoL. 91, Nos. 6-G, May-June 1960. Stride statistique des chamhres de 
compensation bancaire en France et d Vetrancfcr : C. Penglaou. Les 
UasticiUs par rapport aux prix dans les echanges internationaux : E. 
Malinvaud. Recherches statistiques sur Videntification des cncres au 
campichechrome : L. Amy. 

Revue de Science cl de Legislation Financihres. 

VoL. XLII, No. 2, April-June 1960. Conceptions classique ct moderne des 
finances publiquea : le cas portugais : F. E. da Silva. Quelqucs conse¬ 
quences iconomiques de Vimpdt federal sur les successions aux ^tats-Vnis : 
C. L. Habriss. Le “ nmrh allemand ” depuis la reforme monetaire : 
R. Goetz-Girey. Les con flits de terminologie entre le droit fiscal et la 
science eco?iomique : J .-G. Merigot. Les effets et la pression des emprunts 
publics: 13. Gursoy. Chronique financitre etranghc : Espagne ct 

Argentine : J. Lecaillon. Chroniques de Legislation Fiscale: II. 
Laupbnbijrger and R. Mi^ller. Chronique de Jurisprudence Fiscalc : 
M. Chretien. 

Bulletin de VInstitut de Recherches liconomiques et Sociales. 

VoL. XVI, No. 3, May 1950. Les finances publiques beiges en 1949 : 
A.-E. Janssen. Les finances privees : C. Roger. Le mouvement 
social en 1949 : A. Woronoff. Prix, consommation, balance et revenus : 
F. Baudhuin. Le freinage des importations de charhons et .vr# resultals : 
C. D. DE Lespa uiv. La metallurgie en 1949 : R. de Strycker. Vindus- 
trie textile en 1949. Les industries diversrs cn 1949 : R. Paquet. La 
construction : A. Vasanne. Le commiree exterieur de la Belgique : J. 
Jdssiant. V agriculture beige en 1949 : K. Pinxten. 

VOL. XVI, No. 4, June 1950. La covjoncturc economique de la Belgique : 
M. Woitrin. Statistiques econmniques couranics. 

Revue de VInstitut de Sociologic. 

October-Deoember 1949. L'Autonomic de la Volonte dans les Conventions 
collectives du Travail: J. Dieu. Les Froniitres : Comptc rendu de la 
XXP Semaine Sociale Universitairc, du 17 au 22 octobre 1949. 

Retme de VInstitut International dc Statistique. 

VoL. 17., Nos. 1/2, 1949. Furtherance of Statistical Education. Report 
of the XXV 1th Session of the Internationa Statistical Institute. 

Wcltwirtschaftlichcs Archiv. 

VoL. 64, No. 2, 1960. Walter Eucken in memoriam: A. Zottmann. 
Soziale Irenik : A. Muller-Armack. Equilibrium of International 
Trade and International Monetary Compensations: M. 11. Ekker. 
Rationalprinzip, Wirtschaftsrechnungund Wirtschaftssystem : J. Grunau. 

Zeitschrift fur die Qesamte Staatsunssenschaft. 

VoL. 106, No. 2, 1950. Qroaae und V erf all des KapiUtlismiis. Betraeh- 
tungen zu Schumpeters Bitch iiber “ Kapitalismus, Sozialismus und 
Demokratie ” ; E. von Bbokebath. Der soziologische Gestaltbegriff: 
W. ZiEQENFUSS. Die Tendenz zur Konkretisierung in der National- 
dkonomie. Ober die neucre Entwicklung der schwedischen Wirtschafts- 
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wiasenachaft: Elisabeth Liefmann-Keil. Qrundriaa einer Mor- 
phologie des Sparena : P. Reuff. Der tedhniache und der monetdre 
Koatenbegriff, Ein Beitrag zum Problem dea aymmeiriachen Aufbaua 
der Koatentheorie : H. J. Muller. Unterauchungen uher den QiUtigkeita- 
bereich dea Geaetzcs vom abnehmenden Ertrcbgazuwachs : H, Koch. 

Wirtschaft und SUxtiatik, 

VoL. II, No. 1, April 1950, Die Besitzverhcdtnisae in den land- und 
forstivirtschafllichen Bclrieben dcs Bundesgehietea. SUxtiatiache Umachau. 
Statistische MonatazaMen, 

VoL. II, No. 3, June 1950, Die AngeatelUenverddenate im Vereinigten 
W irtachaftsgebiet im Mai 1949. Statiatiache Vmachau. Statiatiache 
MonatazaMen, % 


] r? rtschaftadienai, 

VoL. 30, No. 4, April 1950. Konstruklive Exportfdrderungapolitik : C. 
Kapferer. Die Eentabilitdt dcs Eigenkapitala im Kleinwohnungsbau : 
Asta Hampe. Entwicklungstendcnzen der Wclterndhrungalage und der 
Landimrlachaft-: W. Klatt. Die niederlandiache Landwirtachaft ; 

J. Ereedvelt. Ddnemarks Btdlung in der europdiaehen Nackriega- 
wirtschaft: W. v. Arnim, 

VoL. 30, No. 5, May 1950. Plan/ivirtachaft und Marktwirtachaft im 
Verkehrawcaen : A. Predohl. Die Liberalisierung ala Bestandteil einer 
sjjatematiachen Wirtachaftapohtik: H. Meinhold. Daa Vorkaben im 
Baaain dea Rio Sdo Francisco : P. Vageler, Probleme dea Donauver* 
kehra untcr dcm neuen Statut: K. AV'^essely. 

May, 1950. English Supplement. Is Emigration a Problem ? 

\’'()L. 30, No. 6, June 1950. Id^e und V enoirklichung der Havanna-Charta : 
15. Roper. Wcltbank and Weltwahrmigafonda: E. Tuchtfeldt. 
Auaaenhandelspolitik und Wechselkursfunktionen : H. Wissmann. 

.June 1950. English Supplement. Export to the U,S.A, 

Kuropa Archiv, 

VoL. V, No. 5. Organisation odcr integration Europaa. Schwerjjunkt- 
verlagerung ini Commonwealth. Die wirtachaftliche Lage Japans nach 
dem Zweiten Weltkrieg. Der Auabau dea Genfer Abkommena uber Zolle 
und Handdy Part 2, 

VoL. V, No. 6. Friedrich Meinccke. Eine Skizze. Die Militdriache 
Organisation der AUantiachen GemeinachaftP Geaetz zum Waffen- 
hilfaprogramm von 1949, Die Saarkonventionen vom 3 Marz 1950. 
Arbeitsmarkt und Arbeitaloaigkeii in der acmjetiaehen Beaatzungazmie 
Deutachlanda. 

VoL. V, Nos. 7/8. Die “ Mission der Intellelctudlen ” ? Justizreform in der 
Tachechoalowahei, Zur Staatwerdung dea neuen Polen, Die inter- 
nationule Kontrolle dea Ruhrgebietea. Jtaleina Industrie und die europaiache 
Wirtschaft. 

VoL. V, No. 9, 1950. Wandel und Beatdndigkeii im Europa Bewuastaein, 
Der Wandel im aozialen Gefuge der Sowjetimion, Laleinamtrikanische 
Zwischenbtlanz. 

VoL. V, No. 10, May 1950. Vber offcntliche Meinung und Meinungs- 
forschung. Die Friedenapldne der Alliicrten und die Aufteilung Deutach¬ 
landa, Europdiache Wanderungabilanz der Weltkriege, 1, Teil, 

VoL. V, No. 11, June 1950. Hofmannsthal der Europder, Die Neutrali- 
tdtslehre dea Nauheimer Kreiaes und der geiatige Hintergrund dea West- 
Ost Geaprdches in Deutschland, J. Teil, 'Europdiache Wanderungabilanz 
der Weltkriege, 2, Teil, Der Schurnan-Plan und die vierte Tagung dea 
AUantilcrates. 

VoL. V, No. 12, June 1950. 'Die JNeutralitdtalehre dea Nauheimer Kreiaes 
und der geiatige Hintergrund dea Weat-Oat Geaprdches in Deutschland, 2, 
Teil, Die wirtachaftHchen Auaaichten Euntpaa. Europdiache Wande¬ 
rungabilanz der Welikriege, 3, Teil, 
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» Bayern im ZaJdcn, 

VoL. IV, No. 4, April 1950. Qehiet und Bevolkerung. Krndhrurtg und 
Landwirtschaft, Industrie und Qewerhe, Handel und Verlcehr. Ver~ 
sicherungswesen. Fursorgewesen, Unterricht und Bildung, Kleine 
Mitteilungen, TabeUenteil. 

VoL. IV, No. 5, May 1950. ErwerbstdtigIceiL Gesundheitswesen, Finanzen 
und Geldwesen. 

VoL. IV, No. 6, June 1950. Gebiet und Bevolkerung, Erwerhstdtigkeit. 
Erndhrung und Landwirtschaft. Industrie und Gewerbc, Handel und 
Verkchr, Preise, Lohne und Gchdltcr. Fursorgewesen. Walden. 

Monatsberichlc dcs Osterreichischen InMitutes fur Wirtscliaftsforschung. 

VoL. XXIII, No. 4, April 1950. Die Konjunkturlage. Die wirtschaftliche 
Lage in Osterreich. Osterreichische Wirtschaftszaldcn. 

Supplement No. 10. Der Preisindex fur Baulcistungen. 

\’^OL. XXITI, No. 5, May 1950. Die mirlschafCliche Lage in Osterreich. 
Aktuelle Fragcn der Produklivitatssteigc'i'ung. Ostcircichische Wirt- 
schaftszahlen. 

VoL. XXTII, No. 6 , June 1950. Statlondrc Kojijuytktvr — Dcstrehungen zur 
Stabilisicrung der Mdrkte. Die Lage auf den intcrnalionalcn Pohstojf- 
nidrkten . Osterreichische Wirtschaftszaldcn. 

Dc Economist. 

March 1950. De betekenis ran de loonpoUlnk voor dc werkgclcgenhcid : 
J. Tinbrucsen. IIio level uf wages iiifluont^cs einplovinont ui various 
ways wliieh may work in opposite directions. The tiual result cannot 
determined with accuracy. Tlie general assumption (among economic 
experts, in governmental circles and among empUiyc rs) Ims been that a 
lowering of wages would increase employinent. This views the question 
as a spe(jial case of the Law of Demand. On the other side, the Trade 
Unions ai’gue that a fall in the level of wages diminishes the pur(‘ha8ing- 
powor of the workers, and consequently there is no increase in enqiloyinent. 
More detailed examination is necossar 3 ^ It is lu^ccssary in time to 
distinguish between effects in the long and the sliort period. It is also 
necessary to distinguish effects in a closed economy and in one with 
foreign trade; furtlior, it is necessary to distinguish between cases 
where the rise is in money w^ages from those, wliere tlio rise is in real 
wages. Moreover, a rise in the wage-level is usually combined with ot her 
measures. The case usually considered is where the rise in the wage- 
level can bo viewed more or less as an isolated cause. The more complex 
cose arises whore it is borne in mind that a rise in the w^ago-level influences 
the balance of payments unfavourably. It must tliorefore lead to 
measures on the part of the financial authorities to rectify the balance 
of payments. These again will have reiiercussions on employment. 
The other factor influencing the situation is the possible effect of a higher 
wage-level in increasing productivity. The various cases are considered, 
and an attempt is mtide to arrive at a quantitative estimate of the 
relationship luider various* conditions. Het andcel van de landbouw 
in het nationale inkomen van Nederland : G. Greidanus. An attemjit 
to assess the remuneration of the factors of produ(‘tion in agriciilturo 
compared to the corresponding figures in industry. Figures of the 
national income, with reference to agriculture and industry, are given 
over a number of years. But it is not permissible to arrive at a com¬ 
parative estimate of the reward of labour in agriculture and in industry 
merely by dividing the product by the number of workers. In agri¬ 
culture it is more difficult to determine the number of labourers. The 
reward, so arrived at, would represent what goes to land, labour and 
capital in the two cases, and not merely the share of labour. There is 
also a difference in the kind of labour, so far as training, skill, etc., is 
concerned. The general conclusion is tlmt the reward of the throe factors 
of production is lower in agriculture than in industry. But the situation 
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is less unfavourable than it was before the Second World War. Het 
Belgische wonder : F. Habtoo. One of the'most striking phenomena in 
post-war European economy is the prosperity of Belgium in the middle 
of countries which have great difliculty in keeping straight. The article 
lists the different circumstances as between Belgium and Holland to 
which the greater prosperity of Belgium may be attributed. 

April 1950. Europese economische integraiie : P. Lieftinck. Economic 
integration is a new conception, and is best clarified by contrasting 
it with the older idea of European nationalism. Also it is necessary 
to consider both the economic and the political phase. Political 
jiationalism has in modem history acquired a more absolute significance. 
The ideas of “freedom ” and “self-determination ’* became dominant 
after the first war. Striving after European economic integration involves 
a breach in international politicjal development. Economic nationalism, 
as opposed to economic integration, implies the rejection, so far aa con¬ 
cerns co-operation in the community of nations, of principles and 
methods of economic policy winch are accepted with a view to co-opera¬ 
tion in the national comrmmity. This means the application of another 
economic policy in what relates to division of labour, exchange of goods 
and circulation of money. Economic nationalism reached its highest 
point in the years after the great depression, 1929. While there is no 
logical connection between economic and political nationalism, neverthe¬ 
less, they may reinforce each other in a high degree. Since 1945, there 
has been a “ crisis ” of nationalism, springing from the needs of the 
(jonditions in which Plurope finds itself. The disimrities between great 
and small powers have grown io hitherto unknown dimensions, owing to 
causes whicli are indicated and considered. The co-operation of the 
O.E.E.C. countries is designed to be permanent, and must be regarded 
ns “ an acceptance of collective responsibility which can scarcely any 
longer be reconciled with an absolute riglit of self-determination.** 
There are three conceptions of European integration. (1) Acceptance, 
in a greater or smaller Western ICurope, of comi)leto economic freedom, 
in the sphere of international trade and payments (tlie old liberal or 
nineteenth-century conception). (2) The twentieth-century conception 
of a inarche unique, involving the abolition of international restrictions 
and the establishment of a ratioiial inter-European division, of labour; 
but with a welfare policy, including avoidance of unemployment. 
This necessarily entails a measure of co-ordination in the national fiscal 
and monetary policies of the co-operating countries. (3) A European 
economic integration, through a supra-national Planning Authority. 
These various approaches are cri tically considered. En kele hcschouwingen 
over de verhoteding tusschen economic, econometrie, staiistiek en wiakunde : 
H. Rijken van Olst. An inaugural address, concerned with the 
mutual inter-relationships between economics, mathematics, statistics 
and econometrics. The lecture deals with the late entry of statistics into 
the development of theory. Recent developments have made theory more 
accessible to statistics and econometrics; and in future economics must 
know how to make use of the teachings of these branches of knowledge. 
Points calling for further research in the econometric field are indicated. 
There is a close and indeed inviolable link between economics, mathe¬ 
matics, statistics and econometrics. 

May 1950. Enige toepassingen van de her van de markivormen : Th. L. M. 
Thurungs. The French Revolution and the Industrial Revolution 
represented in different ways an impulse towards a free economy. 
Thereafter the nineteenth century thought in terms of free competition 
and monopoly. About 1930 there developed the theory of market- 
forms, thinking in terms of competition, oligopoly and monopoly. 
The article is devoted to considering two applications of recent theories. 
The first is related to the fact that some groups of goods are, and some 
are not, dealt with on markets, bourses or auctions. The second relates 
to the high costs of distribution. On the first reference is made to the 
theories of Dr. Polak. There are three questions : (i) why resort is made 
to concrete markets; (ii) through what causes difference in the shape 



1960 ] 


BEOBNT PERIODICALS AND NEW BOOKS 


661 


oC markets is brought about; (iii) through what persons or agencies 
organisation is called into being. On the second question of the high 
costs of distribution in certain cases, there is a discussion of the market 
for the sale of fruit and vegetables. Naiionala en hiUrnationale. maatre- 
gelen ten behoeve van de voUedige werkgclegeuhcid : J. Tinbergen. A 
summary of, and a commentary on, certain parts of the United Nations 
Report on “ National and International Measures for Full Phnploy- 
ment.’* De eronomiache aspccten van hat JisccUe banhjeheim: *J. 

Goedhartz. a survey of the economic arguments on the question of 
bank secrecy.’* In Anglo-Saxon countries the problem has never 
attracted attention to any extent: in England fiscal-hank-Hccrocy ” 
is practically universally accepted. The argument deals witli the prob¬ 
lem in relation to ; (i) the question of savings; (li) the direction ami 
extent of international capital movements; (lii) the position of banks 
in society. Fiscal bank-secrecy w'as abolished in IJolland in 194.'5. The 
problem of its restoration will probably come up for discussion before 
long. The conclusion of the article is that cogent arguments, of an 
economic or monetary nature, for the restoration of “ fiscal-bank- 
secrecy ” cannot be adduced. 

June 1950. Coal in U,S, Economy : V. 8. Swaminathan. (In English.) 
A survey of the history, the })rosont-day problems and the jirospects 
of the American coal-mining industry : “ The long-term outlook for 
American coal and lignite must bo deemed bright.” Dc ohjectuve 
determinanten van de omloopsnclheid van het geld : G. A. Kessler. A 
detailed discussion and criticism of tlie formula giv tai by Dr. Zijlstra in 
his book (1948) on the rajiidity of circulation of money. Dr. Zijlstra 
replies in an addendum to the article. Over de tenninologie iii het 
niarkUnidcrzoek : J. Van Rees. The Netherlands Institute for Efiicioncy 
set up a study group for market-analysis and trade-cycle investigation. 
This group foiiiul themselv'cs confronted with the necessity of systematis¬ 
ing existing terminology, and appointed a committee to consider the 
matter. The present article is a summary by the Chairman of the 
questions at issue, making use of observations of other members. 
Guiding principles in nomenclature are con.sidered. Most of the article 
is concerned with a close analysis of the meaning of various phrases in 
which the word “ market ” occurs. 


A ussenwirtschajt, 

VoL. V, No. 1, March 1950. Betrachfungen znr Anssemvirtschajtspolitik : 
H. Bachmann, a. Bossuardt and E. Kung. Devisenzwangfiwirtschaft: 
daa Kardinalproblem der internatiomden Wirtschafl : W. Ropre. 
Freihandelszonen : R. Hchuller. Formen und bkonomisvhe Bedeutung 
der modernen Auswandcrung : F. Vito. Literatur des Jahres 1949, 

VoL. V, No. 2, June 1950. Betrachtungen uber die konmiende schweizerischc 
ZeUtarifrevision : A. Bosshardt. Der' Schweizerfranken als harte U7id 
weiche Wdhrung : E. Kung. Die aualdndischen Wdfirungsabwertungen 
und die Revision dea achweizeriachen ZoUtarifea : E. Hkuss. Aus der 
Arbeit dea achweizeriachen Inatituta fur Auaaenwirtachafta und Marktjor- 
achung im Jahre 1949 : W. Hug. 

Schweizeriache Zeitschrift fur Volkswirtschaft und Statiatik, 

VoL. 86, No. 2, April 1950. Berkht iiher die Tdtigkeit dea Paritdtischen 
Stabiliaierungsauaachuaaea der wirtachaftlichen Spitaenverhdnde: E. 
Bohler. Bemarquea aur la thdorie du chSmage technologique: J . 
VALARCHiiS. Ein einfachea Verfahren zum Auffuiden der Nortnalkurve 
zu einer gegebenen Hdufigkeitaverteilung : H. Wiesler. A Method of 
Constructing Community Indifference Curves : W, F. Stolpeb. 

VoL. 86, No. 3, June 1960. Empiriache Konaum- und Sparfunktionen : 
V, LA Roche. Der Trend dea dJconomiachen Denkena in der Oegenwart: 

E. Schneider. Abachreibungen und Rescrvebildung in der Steuerpolitik : 

F. Z. Bodmer. 
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Kyhlos, 

VoL. IV, No. 1, 1950. Walter Eucken, In menioriam : E. Salin, The 
Tyranny of Idealism : J. V. Van Sicki^e. Qraviiationszentrum und 
Dynamiacher Ahlauf : K. Brunner. EinwandcrungsprohlemeBrasiliens : 
E. Willems. La nature et les fonetions duprofit dans VOrdre Coopirative : 

V. Kouquet la Garrigue. 

Oioniale Degli Econoniisti e Aruiali di Economia. 

September-October 1949. Le ^nacrodecisioni: F. Perroux. Schema 
interpretativo della morbilitd di toLvim rnalattie infettive : F. Brambilla. 
La teoria ddla crisi alia luce dei recenti documenti : V. Marram a, 
Significato economico della domanda sociale dei beni : E. Ghetti. Motivi 
personali e motivi critici sulVcqnazione dello scambio : T. Biagiotti. 
A proj) 08 ito di un nuovo trattato sulUeconomica : A. Bordin. 

NovexVIBer-December 1949. Ejfetli di reddito e curve di domanda : A. 
Macchioro. Oenesi della riforma corporativa di IHo IX : L. Dal Pane. 
Di alcuni prohlemi tecnici ed econonuci agli albori del risveglio induslriale 
italiano : A, Fossati. Liberistno, e regime parlaiiientare hi Gaetano 
Mosca: P. Rossi. Le Lezioni di economia del Bresciani-Turroni : 
G. Di Nardi, Su un nuovo tentativo di teoria dinarn/ica : G. Demaria. 
Due leggi di economia aziendale : P. Gennaro. La politica degli alii 
salari : C. Casali. 

VoL. IX, Nos. 1-2, January-February 1950. Sclenza economica cd 
economisti nel momenta presente : L. Einaudi. 1 Ihniti delVeco'tiomia 
matcmatica: E. Zaccagnint. Ijancdisi ddle attivitd neWequilibria 
generale : P. (^asttglioni. A neora intorno ogli studi di Vilfrcdo Pareto 
sulle funzioni di domanda e di offerta : G. Sensini. Grande e piccola 
irrigazione nel mezzogiorno : V. Hiochioni. ’ Sul prodotto vi variahili 
casuali indipendenti : G. Pacionj. 

Vol. IX, Nos. 3-4, March-April 1950. La durata del capitale fisso e 
gli effetti dei tributi : A. Sootto. La revisione critica della teoria dei 
valori internazionali: A. (Bambino. Una questione d'attualitd: il 
problema di un^economia del benesscre : A. Maoouioro. La valutazione 
della prcssionc tributaria globule c il suo significato : M. Levi. 11 nictodo 
delle irasformaie evleriane di pnma specie ai fini dclle rappresentazione 
a)ialilica dellc curve di concentrazione : V. Amato. Nello spirilo dello 
“ Zollverein ” ; T. Bagiotti. 

Economia Intcrnazionalc. 

V'oL. Ill, No. 1, February 1950. Germany and the Long Term Program 
for European Reconstruction : F. Baade. The Crisis of the Marshall 
Plan : T. Balogh. The Economic Co}iscquence8 of the Atlantic Pact: 
G. Demaria. Les diterminantes des cours des changes dans les devaluations 
monUaires contemporaines: L. Dupriez. The Dollar Shortage and 
Devaluation: K. F. Kahn. Elasticity Pessimism in International 
Trade : F. Maohlup. On the Effects of Rational Economic Planning 
OH the International Division of Labor : J. Pedersen, La persistance du 
d(‘,sequilibre structurel: J, Weiller, 

L'lndustria, 

No. 1, 1950. La sloria delVeconomica in relazione alio sviluppo sociale : 

W. Stark. I sipario di ferro della moncta : W. Ropke. La con- 
^^ertibiliU des monnaies : R. Moss:6, 

Rivista Internazlonale di Scienze Sociali. 

Vol. XXII, No. 2, March-Apbil 1950. La difesa della salute in un 
sistema di sicurezza sociale :*A. Gemelli. Le variazioni dei livelli dei 
prezzi nazionali in dipendenza dei trasferimenti dei capitali : E, Cal- 
CATEBBA. Le forze contraUuali 'negli accoidi per Vemigrazione : analisi 
di uno schema teorico : H. R. Manfra. 
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Review of the Economic Conditions in Italy (Banco di Roma). 

VoL. IV, No. 3, May 1950. The Problem- of Depressed Areas and the 
Financing of their Economic Development: C. Bbescjani Tubroni. 

Banca Nazionale del Lavoro Quarterly Review. 

Jantjaby-Maboh 1950. I }i ter national Economic Equilibrium and Foreign 
Exchange Rates : K. JVJohspj. The Development of Export Trade of 
European Industrial Products and its Financing : P. Saraceno. Ameri¬ 
can Foreign Investments : M. Nadjleb. On the Cotgruenee of Exehmige 
Rates under a System of Bilateral 3'rade : G. Jl’Irj’oiATo. Recent Trends 
in the Geographical Distribution of Italy s Foreign Trade : lOoS-lUJO : 
G. PlETBANEBA. 

Italian Economic Survey (The Associatioyi of Italian Joint Stock 
Cojnpanics). 

Mabch-Apbil 1950. Rep(jrt on the Economic Situation of Italy, presented 
by the Alinister of the Treasury to the House of Dejmtics on January 30, 

mo. 

May-June 1950. Italy's Profit and Loss Account. 

Ekonomisk Tidskrift. 

LIT, No. 1, Mabch 1950. Institutionalism : Johan Akebman. 
Professor Akorinan contributes a sj^rnpatbetic and revealing assessment 
of the importance of Thorstein Voblcn tn the evolution of modern 
economic thought. I’o deseribo Voblen as America’s Marx is misleading. 
Dialectical matci'ialisrn was alien to Voblen\s way of thinking. He 
published a t heory of industrial fluctuation in 1904 which was in several 
respects similar to Wicksell’s in Geldzins und Outerpreise. (1898). His 
influence on the work of the institutionalists, e.g., Wesley Witchell, 
.1. K. Commons, K. (L Vugwell, G. Means and, }>erhap8, j. M. Clark, 
was jirofound. Voblen’s apjiroach needs to be further developed; 
the next task is to bviild a bridge between economiiJS and social philosoph;v, 
since the mathomaiical and statistical lines of deve}o])inent arc now 
showing rapidly diminishing returns. Reproduction Rates and Quantita¬ 
tive Comparisons as between Different Generations : Carl-Erik Quensel. 
Kecont work has tended to throw doubt ou the usefulness of repi’oductioii 
rates obtained from the data of any jiarticular year. Where sufficient 
data are available it is possible to calculate the quantitative relationshi}> 
between the mother generation and the daughter generation. The 
first part of this article gives the results of such an analysis for Sweden. 
For tho number of girls born in 1875, 1880, 1885 . . ., we are given : 
(a) the number per 1,000 who reach 16 years of age and (b) the number 
of daughters born to them at ages 20, 25 , . . 50. The analysis shows 
that since 1875 not one of tho gi’oups has reproducod itself. This is 
partly due to emigration, since no acctnint could be taken of daughters 
born overseas to women who had left Sweden. Tho author corrects 
for this factor and then finds that the 1890 group was the first which 
failed to reproduce if self. ^Tho article concludes with some striking 
calculations of how the burden of maintaining young and old dependants 
has changed from one generation to another. Wages Policy under Full 
Employment : Ebtk Lundbbro. A critical account of recent discussions 
of this theme in Sweden, particularly the views of economists, such as 
Gosta Rehn, who are prominent in the tracie-union movement. The 
author praises the quality of these contributions, whicli, in his opinion, 
are more thought-provoking than tho corresponding debates in the 
U.S.A. and England. A Rejuy to Professor Erik Lundberg : Gosta Rehn. 
Mr. Rohn had argued that the way to make full employment compatible 
with normal trade-union activity was to allow free collective bargaining 
and offset the resulting wage increases by taxing consumers’ goods. 
This policy would maintain real wages at about tho same level as under 
wage restraint, but it would have the added advantage of keeping profits 
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low. Professor Lundberg had criticised this on several grounds, for 
example, that the strain on the balance of payments would lead to 
currency depreciation. In his reply Mr. Rehn deals fully with all the 
objections and emphasises that a Government that controls a good part, 
of the national income can meet disturbances in the foreign balance more 
effectively than the automatic market mechanism. 

Shandinaviaka Banken Aktiebolag, 

VoL. XXXI, No. 2, April 1950. Poat-war Buaineaa in the United Statea : 
Per Jacobsson. The Mail Cheque"': P. Brundbll. What ia 
Meant by the Value of Money ? : U. Herz. The Rikehank and the Value 
of Mo7iey. The Economic Situation during the First Quarter of 1950. 
VoL. XXXI, No. 3, July 1950. In the Service of Foreign Trade : P. 
Brundell. European Payments : P. Jacobsson. Income Distribution 
Changes in Different Countries : K.-G. Hacstroem. Employment Con¬ 
ditions in the Commercial Banks : Stig H. Lindholm. Occupations of 
Men aiid Women. Present and Pre- War Foreign Trade. 

Index. 

June 1950. The Economic Situation. Sverigea Kreditbank AB—the New 
State Commercial Bank in Sweden. Sweden's Trade with Great Britain. 
Industrial Classification of the Lendings of the Svemka Handelsbanken. 

Nationalokonomiak Tidsskrift. 

No. 1~2, 1950. Housing Problems: JoHS. Kjperbol. The Regulation, 
of Danish Agricultural Exports : Knud Hansen. Some Comments on 
the preliminary results of the Taxation Commission : V. Vinge Madsen. 
State Finance and Real Estate Credit: Tu. Thorsteinsson. Who 
belong to Consumers" Co-operatives : Jorgen Pedersen. 

Okonomi og Politik. 

Vol. 23, No. 4, October-December 1949. De foremede Staters uden- 
rigspolitik : S. Henningsen. Det internationale gledelampekartel : 
13. Fog. Den internationale okonoviiske situation. 

Vol. 24, No. 1, January-March 1050. F.N.s Virksomhed i 1949 : 
Preben V. Askgaard. Den fjerdc faglige Internationale, og dens 
forgeengere : E. Jacobsen. De engelske parlamentsvalg 1945 og 1950 : 
J. Danstrup. Orcckenland undfcr borgerkrigem : K. Reske-Nielsen. 
Den internationale ekonomiske situation : U.S.A. 

Ekonomiska Samfundets Tidakrift. 

Vol. 3, No. 1. Av det norske jordbruks problemer : T. Binding. Stats- 
budgetens behandling i riksdag och statsutskott: R. Torngren and R. v. 
Fieandt. Fdrbrukningsundersokningarna och deras metoder: G. 
Modeen. 

Statistical Bulletin of Israd. 

Vol. I, No. 4, November-Dbcember 1949. 

Vol. I, No. 5, January-Fbbruary 1950. 

VoL. I, No. 6, March-April 1960. 

Moneda y Credito. 

No. 31, December 1949. Las anal,agios entre la produccion y d consumo : 
J. M. N. Mora. La teoHa social de la fisiocracia: M. G. Pelayo. 
Sistema y rigimen ftnanaiero de los Mofitepios Laborales : J. P. Lei^ero. 
Lo que deja fuera la Ciencia economica : F. Egea. 

El Trimestre Econdmico. 

VoL. XVII, No. 1, JanuarystMarch 1950. Cumcia e ideologia : J. A. 
Schumpeter. Tjos braceros mexicanos en Wisconsin: E. Flores. 
Feudedismo y capitalisfm en la historia econdmica de Mixico : J. Bazant. 
El tipo de equilibrio dd cruzeiro : E. Gudin and J. Kingston. 
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* Eevieta de Ciencia Aplicada. 

March-April 1960. Estructuras espacicUea : M. G. Ortega. 

Eevista de Economia. 

March 1950. Sobre os rendimentos peaaoaia em Portugal : J. K. Freire. 
Eevista Braaileira de Economia, 

VoL, III, No, 4, December 1949. A Taxa de Equilibrio do Cruzeiro : 
E. Gudin and J. Kingston. Da Teoria do MultipUcador d Teoria doa 
Pontos de Impacto Deciaivo : R. Mossife. Densidade de Popula^do e 
Padroea Nacionaia de Vida : L. Buquet. A Elaaticidade da Procura 
Norte-Americana de Cafi : H. Sohmtter Silva. 

VoL. IV, No* 1, March 1960. Carctcteriaticaa Qeraia da Economia Braaileira : 
C. Furtado. Cidoa EconSmicoa na Economia Dirigida : G. Haberler. 
Infla/^ Eeprimida e EeforrnaMonetdria;na Alemanha Ocidental : J. H. 
Furth. Comercio e Inveatimentoa em Areas Sub-deaenvolvidaa : H. W. 
Singer. 

Eeviata de Cienciaa Econdmicas. 

VoL. XXXVII, Series III, Nos. 17-18. La dialectizacion de la dialiciica : 
J, P. Arrarte. El conccpto de ahorro a travk^a de Keynes y de Eobertaon : 

E. G. Vazquez. Sugcation de un metodo para regiatracion y control de 
cuentaa corrientes : I. L. Fainman. 

VoL, XXXVII, Series 111, Nos. 19-20. Novembkr-December 1949. 
La era harroca : J. P. Arrarte. Loa impueatoa y el cido economico : 
A. K. Vasena. El dilema de la contabilidad : capital y utilidadea ante 
jiccidn y realidad : J. F. Punturo. 

VoL. XXXVllI, Series III, No. 21. Productividad o improductividad de 
loa aervicioa en general y en particular de loa aerxncioa pilblicoa : G. 
Ahumada. El future de loa finanzaa : B. Moll. EJectoa de la inflacidn 
aohre cl capital y loa beneficioa : R. C. Jones. Utilidadea liquidaa y 
realizadaa : J, Olaran Chans. 

Voprosy EkonomiJci (Euaaian text). 

No. 1, 1950. Speech of P, N, Posdov on January 21, 1960, at the Com¬ 
memoration Meeting in Moscow on 20th Anniversary of Lenin's death. 
To Make Full Use of Eeaervea of Basic Capital. Lenin and Stalin—the 
Inspirera and Organisers of Socialist Emulation in 1 nduatry : N. Maslova. 
Stalin and Socialist Emulation in Kolkhozy : A. Teraeva. Stalin on the 
Crises of the Capitalist System of World Economy : A. Schneerson. 
Gold 08 a World Money and the Currency Dictatorship of the U.S.A, : 

F. Mjkhalevski. The Stalin Plan for the Tranafimnatioyi of Nature in 
Action (compiled from material in the central and local press) : A. Savin. 
On Co-ordmation of Scientific Work in the Field of Economics (con¬ 
ference in the Sectioxi of Economics and Law of the Academy of Sciences 
of the U,S,S,E,), Criticism and Book Keviews: A Book on the 

U. 8.S.E. State Budget: P. Liakhov. The False Theory of Keynes : 

V. Volodin. Problems of Post-war Japan : Ya. Pevsner. 

No. 2, 1960. Stalin — the Theoretician and Organiser of Socialist Disposi¬ 
tion of Productive Forces : Y. Vasivtin. Ways of Improving the Use of 
Equipment in Laborious Branches of Industry: L. Berri. Problems 
of Economic Accounting in the Factory (from the Experience of the 
Kuznets “ Stalin ’* Meiallurgical Combine): G. Zeltser. The State 
and the Economic Structure of the Chinese People's Eepublic : G. Khar a • 
KHABHiAN. Two Systems—Two Goals of Post-war Economic Develop^ 
ment: E. Manibvioh. The Eipening of the Agrarian Crisis in the 
Capitalist Countries : A. Petritshov. Criticism and Book Eeviews : 
To Make Wide Use of the Untapped Resources of Wind Power : I. 
Budnitski. For the Deep Study of Problems of Economics and Planni^ 
of Automobile Transport: A. Kurnaev. Impoverishment of the Working 
Class in Germany: V. Shxtmilin. Oil and the Foreign Policy of the 
ImperiaUat States : G. Moskviohiov. A Useful Book on Egypt: G. 
Vbbshxnxk. 

No. 239.—VOL. LX. XJ U 
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No. 3, 1960. The Upsurge in the Material WeU-heing and Cvlture of the 
Soviet People, The Strengthening of the Soviet Rouble : G. Kozlov. 
A, I. Herzen's Struggle for the Peasant Type of Bourgeois Agrarian De¬ 
velopment in Russia: V. Mabtinovskaia. Successes of the Vietnam 
Democratic Republic: S. Pogosov. Debauch of Militarism in the 
Marshallized Countries: A. Alekseev. Functions and Significance 
of Soviet Finances : V. Diachenko. Personal Accounting of Stakhano- 
vites and Measures for Saving Materials and High-quality Output, (From 
the experience of leading enterprises): V. Mnatsaganova, A. Sokolovski. 
Impoverishment of the workers in Turkey : V. Valviski. Criticism and 
Book Reviews: A Leading Oiant Grain Sovkhoz : B. Lukianov. 
A Valuable Book on Chinese History: V. Maslennikov. Money in 
Feudal Economy : F. Polianski. Model Subjects of Dissertations on the 
Economic Sciences, 

Planovoe Khoziaistvo (Russian text). 

No. 1,1960. The Powerful Upsurge oftheNationalEconomy of the U,S,S,R,: 
Editorial. Soviet Metallurgy on a New Upsurge: N. Diakonov. 
Reserves for Lowering Costs of Industrial Production: A. Zverev. 
New Types of Machines for Socialist Agriculture : V. Kurotchenko. 
The Uzbek People in the Struggle for Fidfilment and Overfulfilment of the 
Post-war Five Year Plan : S. Ziadullaev. Political and Economic 
Reforms in the Chinese People's Republic : E. Kovalev. Criticism and 
Book Reviews : The Working Capital of Industrial Enterprises : A, 
Birman. 

No. 2, 1960. Stalin's Care for the Well-being of the Nation, Priority 
Taslcs of the U.S,S.R. Coal Industry : A. Zasiadko. For the FuU 
Discovery and Use of Productive Capacity in Industry : V. Alfeev and 

A. Korotkov. Problems of Planning the Material^Technical Supply 
of the National Economy of the U,S,S,R, : E. Lokshin. For new 
Successes in the Struggle for High Crop Yields : B. Saveliev. Im¬ 
poverishment of the Workers in Capitalist Countries : V. Chermenski. 
Criticism and Book Reviews : The Scientific Study of Problems of Planning 
Transportation : A. Mots. 

Oospodarka Planowa (Polish text), 

January 1960. The Methods^ Problems and Pri'nciples of Planning : 

B, Minc. The Immediate Tasks of Statistics in Democratic Poland : 
Z. Padowicz. The Tacks of the Agricultural Bank : L. Makowski. 
The Introduction of Excess and Utmecessary Credits into Circulation : 
H. Witkowski. From Soviet Economic Experience : Trade Agreements 
as an Instrument for the Fulfilment of State Plans : I. Baranow. The 
Hungarian Six Year Plan, Planning foreign trade in Czechoslovakia : 
P. CZERWIlJSKI. 

February 1960. 2'he Preliminary Budget for 1950: L. Kurowski. 
The Most Important Technical Problem under the Six Year Plan : I. 
Borejdo. The Economic Plan of the Ministry of Agriculture a/nd 
Agricultural Industry : Z. Kokeli. Craft Co-operatives in the 1950 Plan : 
K. Gadomski. Concerning the New Planning Methods for Current 
Accounts : S. Skrzywan and A. Kmiotbk. Some Problems of German 
Economy: A. Kaduszkiewicz. From Soviet Economic Experience: 
Personal Saving Accounts—a New Form of Socialist Competition and a 
New Method of Trade Accounts: 8. Tatur. Experience of the “ Red 
Guard " Heavy MetdUurgical Factory at Kirovograd : A. Mebkuzov. 

Obzor Ndrodohospoddhky (Czech text). 

No. 7, March 1960. The State Bank and its functions : L. Chmela* The 
Stock Level in Industry ; , F. Bernat. The Swedish Cheap Money 
Policy : D, J. ' 

No. 8, April I960. A Step Further on Our Road to Socialism : B. 

(A discussion of the Czechoslovak Budget for I960.) The Nalional 
Accounts .* J. KBEJcf. (A very useful article containing also a go^ 
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diagrammatical illustration of the formation, distribution and ex¬ 
penditure of the national income.) Quality Cojisiderationa in the Inter¬ 
change of Goods with other Countries : J. Tucek. The Econoynic De- 
velop7nent of Itmnania : M. Franc, 

Each issue contains also short notes on (mrrent international and do¬ 
mestic problems of economic and political interest together with some 
book reviews. 

-77//C Yenching Journal of Social Studies, 

VoL. IV, No. 2, February 1949. Comparative Security Systems : Chih- 
Ang CiiiANG. Rural Education in IWansiUou . a study of old-fashioned 
Chinese Schools (Szu Shu) %n Shantung and Szechua)t : T’ai-Oh’u Liao. 
The Kinship System of the Oiarung : Lin Yueh-Hwa. Chinese Frontier 
Diplomacy : the coming of the Russians and the Treaty of Nertehmslc : 
Agnes Fang-Ohih Chen. KiaJehta Boundary Treaties and Agreements : 
Agnes P>ng-Ciiih Chen. 

The Economic Studies Quarterly {In Japanese), 

VoL. T, No. 2, April 1950. Obituary: Professor J. A, Schumpeter: 
Seik’HI T6bata. Critic on the Key}icsian Theory of Employment : 
Yukk’HI Kurimura. Some Remarks on tlir ^'Mini-Max PrineipleA' : 
Yl’zo Yamaha. Utility, its Measxirahility and Rclatedness, reviewed 
froxn the Probability Standpoint : Seiicht Nakamuar. Some Considera¬ 
tions on Homogeneity and Non-homogeneity in Classical and Keynesian 
Economics : Yoshihiro Okamoto. Notes on Risk, Uncertainty : 
Kyuichiro Taciii. A Method of Quantitative Expression of Marginal 
Conception : Masaaki ’S'asukawa. 

Bank of Tokyo (Quarterly Survey), 

VoL. 1, SEirPEMBER 1949. Deflationary Conditions in Japan. Foreign 
Trade of Japan. Overstock in the Export Market. Towards Abolishment 
of Price Adjustment Subsidies. Statistical Section. 

VoL. 11, December 1949. Condition of Japan's Economic Self-Support. 
Japan's Secxirlty Market and Long-Period Finance. 


NEW BOOKS. 

British. 

The Achievement of 1949 ami the Outlook for 1950. London : 
British Iron and Steel Fedt'ration, 1949. 10". Pp. 8. 

[A short Ufcoimt of stool production in 1949, now investment in stool plants, 
the demand for stool and steel prices. Even after the mcrcases of the first 
({uarter, British steel was cheaper than that of any largo producing country 
except Germany, and in certain cases it was below the Geriiuin price. The 
targets for 1950 are briefly set out.] 

American Economic Association, Headings in the Theory of 
International Trade. London: Allen & Unwin, 1950. 8J". Pp. 

xvi + 637. 30^. 

[It is very good to know that the invaluable American Economic Association 
Series of Headings in different branches of economics are to bo published, at least 
in some cases, in England, and in consequence to become much more readily 
available for English students. That is particularly welcome in the case of this 
volume, which contains a largo number of important articles, not only by American 
but also by ICuropean economists; not all of them are readily available oven in a 
good library, and few of them are so readily available to a student. The selection, 
by Professors Howard Ellis and Lloyd Motzler, has been well made, and a classified 
bibliography of additional articles will enable the real specialist to indulge his 
fancies.] 

No. 239 —VOL. LX. u Ti 2 
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Bennett (L. G.). Financial Results* on 34 Fruit and Market 
Garden Holdings in the Southern Province, 1948-1949. University 
of Reading: Department of Agricultural Economics, 1960. 8". 
Pp. 6. 

[A roneoed summary of the financial results of thirty-four fruit and market 
garden holdings in the group of southern counties. Sourc^os of income and 
forms of expenditure are analysed in detail, the margin between receipts and 
expenses per acre is in most eases very small, but the labour of the family is 
included in expenses, and it is not possible to judge what the net earnings of the 
family may have been.] 

Bisset (G. B.). Costs and Returns from Wheat Production in 
the Southern Province in 1948. University of Reading : Department 
of Agricultural Economics, 1949. 10". Pj). 6. 2s, 

fThe average net cost of wheat pc‘r aero for this sample of thirty farms was 
£13 149. 5d. The gross returns from gram and subsidy wore £24 2s. 9d., with a 
further £1 11 Id. for the value of the straw. Only in one case was there a deficit, 
and four fanns showed surpluses of over £20 per acre.] * 

Bisset (G. B.) and Blagburn (C. H.). Financial Results on Farms 
in the Southern Province in 1947/48 and in 1948/49. University of 
Reading : Department of Agricultural Economics, 1950. 9J". Pp. 
39. 2s. 

[An analysis of the farming operations on the farms in the Southern Province 
of England on which Mr. Blagburn based his article published in the Economic 
Journal of March 1950. Valuable tables give not only the usual analyses of 
expenditure and income, but also show the capital oaid other resources used per 
100 acres and per £100 of net farm output.] 

British Exports and Exchange Restrictions Abroad. London : 
Swiss Bank Corporation, 1950. HJ". Pp. 118. 

[A convenient handbook of infonuntion about British trade with different 
countries, small as well as big, giving the figures of British imports from and ex¬ 
ports to them, the currency and its exchange rate, the necessity or absence of 
import licensing, and other similar data.] 

Clegg (H.). Labour in Nationalised Industry. London : Fabian 
Ihiblicalions and Victor Gollancz, 1950. 8J". Pp. 40. 28. 

[This is an Interim Report of a Committee sot up by the Fabian Society to 
study the problem of industrial relations under nationalisation. Its immediate 
purpose is to describe what is actually happening in the nationalised industries, 
in the fields of collective bargaining, joint consultation and industrial relations 
generally and to show what are the que^stions specially needing further investiga¬ 
tion and report.] 

Clegg (H. A.). Labour Relations in London Transport. Oxford : 
Basil Blackwell, 1950. 8J". Pp. viii -\- 188. 15 , 9 . 

[To be reviewed.] 

Connell (K. H.). The Population of Ireland, 1750-*1845. Oxford : 
Clarendon Press, 1950. 8J". Pji. xi + 293. 18 j 9 . 

[To be reviewed.] 

Dbxjtschee (I.). Soviet Trade Unions; their place in Soviet 
labour policy. London and New York: Royal Institute of Inter¬ 
national Affairs, 1950. 7J". Pp. ix + 156.. Is. 6d. 

[Torbe reviewed.] 

Flanders (A.). A Policy for Wages. London : Fabian Publica¬ 
tions and Victor Gollancz, 1950. 8J". Pp. 31. Is. 3d. 

[This is a frank and honest discussion of the very real problems of wage- 
detormination under conditions of high and stable employment. Not the least 
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of the diiRculties pointed out by Mr. Flanders is that the methods of wage de¬ 
termination appropriate to socialism and high emi)loymont may bo very different 
from those appropriate to laissez-faire and trade cycles; but- in a political de¬ 
mocracy the institutions must bo approiiriato to either. Mr. Flanders suggosts 
that wnat is needed is a National Wages Board to supervise decisions of all 
statutory wage-fixing bodies and all voluntary collective agreements, to propose 
reforms of existing wage structures and generally to act as the final and supreme 
arbitration authority. He outlines the principles that might guide such a body 
in adjusting the wage structure to general and particular changes of productivity 
and conditions.] 

Ford (P.) and Thomas (C. J.)- A Survey of the Industrial Pros¬ 
pects of the Southampton Region. Oxford : Blackwell, 1950. 

I^. 67. 

[Prof. Ford and Mr. Thomas made this short survey of the vSoutharapion 
Region at the request of the Borough Council and as an introduction to the future 
planning of the development of Southampton. They start with the difficult 
task of guessing the future population. They have rightly assumed that the 
changes will be not widtdy dilhu'ont from those of the country as a whole. They 
then proceed to a detailed and most intorosting analysis of the industrial activity, 
employment and prospects of the area. Some 30% of all employment comes from 
overseas trade and capital goods construction, witli obvious risks of unemploy¬ 
ment. With the decasualisation of dock labour, one main source of seasonal 
unemployment has disappeared. But ship-repairing is likely again to rev'ort to 
its pre-war seasonality and the final verdict is that more diversification of industry 
is desirable. The building laliour force is inadequate to restore Oio town and 
provide ntiw industries witli factories, and the building of the new oil refineries 
must depend on temporarily imported laboiu*. The building labour may, perhaps, 
bo strengthened from rodiuidant shipyard labour, of which there is about a 15% 
surplus. Attein})ts to estimate possible omploJ^nent and to comparo it with the 
available labour force for 1902 suggi'st a small dofieienc y of labour. It is not clear, 
liowevor, what allowanc’e the authors have made for manpower economies due to 
teclmical progress.] 

Freeman (T. W ). Ireland : its physical, historical, social and 
economic geography. London: Methuen. 1950. 8i''. Pp.xiv + 555. 
32^. C«/. 

[A useful geography text-book of Ireland, which includes cliajitors on historical 
geography, population, settlement, agricidtiire, industry, trade and communica¬ 
tions which may bo of value to students of economics.] 

Fuel Efficiency in the Steel Industry. London : British Iron and 
Steel Federation, 1950. 10". Pp. 10. 

[A study of the economies achieved during the past thirty years in fuel 
consumption in steel-making. In 1924, the coal equivalent of fuel used to make 
I ton of finished steel was 64 cwt. By 1938 it was down to 41 By 1949 it 

had been reduced to 37 cwt.] 

Greidanus (T.). The Value of Money. London : Staples Press, 
1950. 8i". I^.vii + 394. 

[To be reviewed.] 

Hanson (E. P.). New Worlds Emerging. London: Gollancz, 
1950. 8J". Pp.xx + 385. 16.?. 

[To be reviewed.] 

Hogben (L.). Chance and Choice by Cardpack and Chessboard. 
An introduction to probability in practice by visual aids. Vol. 1. 
London : Max Parrish, 1950. 10". Tj), 417. 60s. 

[To be reviewed.] 

IssAWi (C.). An Arab Philosophy. Selections from the Prole¬ 
gomena of Ibn Khaldun of Tunis (1332-1406). London; John 
Murray, 1950. 6J". Pp. xiv + 190. 6^. 

[This volume, by a scholar with a distinguished record at Oxford and now 
Professor in Beirut, contains extracts in English from Ibn Khaldun’s writings, 
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dealing with different aspects of the human and social sciences. Successive 
cjhapters contain extracts dealing with method, geography, economics, public 
finance, population, society and the state, religion and politics, knowled^ and 
society, the theory of being and the theory of knowledge. Mr. Issawi has had 
the good sense to translate into a style and terminology familiar to students of the 
social sciences. But it is not only Mr. Issawi's skill, but the genius of Ibn 
Khaldun which makes this a most interesting and unusual discovery, much helped 
by a useful introduction.J 

Jackson (G.). Canada’s Export Prospects with especial reference 
to Lumber and Timber. Toronto : Canadian Lumbermen’s Associa¬ 
tion, 1950. 10|". Pp, 29. 

[This address opened a discussion before the Canadian Lumbermen’s Associa¬ 
tion during February 1950. The author was primarily concerned with the 
prospects of Canadian exports to tlie U.S.A. and to the U.K. As compared 
with the four years before the war, the volume of exports in the first four post-war 
years to the IJ.S.A. had doubled and those to the U.K. had increased by about 
6%. This naturally leads the author into broader questions of the U.K. balance 
of payments, the sterling balances, Brit ish politics and U.S. tariff policios.'l 

Keynes (Flcrence A.). Gathering up the Threads. Cambridge ; 
Hcfifer, 1950. 8f'. Pp. 120. 12.9.6d. 

[This charming volume of family history by Lord Keynes’s mother ought 
to be in the hands of all who are interested in Keynes as a person. She traces 
the history of bot-h sides of the family. It may be news even to those who had 
been regaled with his family history to hoar that Keynes’s maternal great-great- 
groat grandfather was killed in a smuggling affray with the revenue men near 
l-iancing in 17()8; the family prodilootion for free-trade is clearly of long-standing. 
It is perhaps characteristic of the age that the son, Keynes’s great-great grandfather, 
used a legacy from his undo, head of the smuggling organisation, to bo trained for 
the Nonconformist ministry. There is printed here in considerably more detail 
much of the biographical material wludi, thanks to Mrs. Keynes, was included in 
I’rof. Kobinson’s obituary of Lord Keynes, published in the Economic Journal 
of March 1947.] 

Levy (A. B.). Private Coq^orations and their Control. 2 vols. 
London : lloutledge & Kegan Paul, 1950. 8J". Pj). x [- 916. 70^. 

i To be reviewed.] 

Marsh (A. I.). Contrasts in Agricultural Price Policies. Uni¬ 
versity of Oxford : Institute for Research in Agricultural Economics. 
1950. Pp. 30. l5. 

[This paper sets out to consider tlie general problems of agricultural prices 
and incomes and to illustrate the methods of control from the U.8.A., as an 
example of a largo self-sufficient country with exportable surpluses, New Zea¬ 
land, as an agricultural exporter and the United Kingdom as a country with a 
domestic agriculture but primarily dependent on imports.] 

Marshall (T. H.). Citizenship and Social Class and other essays. 
London: Cambridge University Press, 1950. 7J". Pp. 155. 

iOs. 

[To be reviewed.] 

Maunder (A. H.). An Outline of Economic Principles in Farm 
Organization and Management. University of Oxford : Institute for 
Research in Agricultural Economics, 1950. 8J". Pp. 21, 2s, 

[Farm organisation is defined as the formulation of policy as distinct from 
farm management—its execution. The pamphlet briefly discusses various 
problems of organisation and the decisions to be made : the products or combina¬ 
tions of products to be produced, the best combination of factors for their pro¬ 
duction, the best combination of enterprises (such as wheat, sheep, poultry) and 
the extent to which they are alternatives or supplementary or complementary 
to each other, the adjustment of farming output to changes of prices. A few 
final pages touch briefly on problems of management, such as labour supply, 
capital and marketing.] 
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Mbothardt (P.). Inventions, Patents and Monopoly. 2nd 
edition. London : Stevens, 1950. 8J". Pp. xvi 320. 3()«. 

[This book, written by a lawyer for lawyers, discusses nevertheless in broader 
terms, and with a knowledge of some of the ocononiie literature of tlio subject, 
the problems of the making of inventions, the rewards of inventors and originators, 
the nature of patents, the characteristics of a patentable invention, tlie main¬ 
tenance of a patent, litigation and finally the prevention of ahusos of patent 
monopoly. This new edition was finished after the report of tlie Swan Com¬ 
mission became available and takes account of its recommendations, j 

Mollett (J. a.). Financial Results of Grazing Cattle in i.h(‘ 
South Midlands in 1949. University of Reading : Department of 
Agricultural Economics, 1950. lOJ". Pp. 9. 2.?. 

[This survey shows that soventeon out of nineteen farms showed a profit on 
grazing cattle (averaging slightly over £3 l().v.) during the unfavourable season 
1949. The not margin was considerably higher on steers and heifers than on 
cows.] 

Munshi (M. (I). Comparative Wage Levels, Agricultural and 
'^Industrial. Bombay : Hind Kitabs, 1950. Pp. 57. Rs. 2/8. 

[This short pajier—described by its author as a “ fragment ”—sets out for a 
number of eoimirios the comparative trends of ludustrial and agricultural wages, 
covering in most eases the years 1929 -43. Comparison is made, so far as statistics 
permit, with similar trends in India.] ‘ 

Tlie Nuffield Foundation, Fifth Report. Oxford : University 
Press, 1950. 84". 1"^. 85. 

[An account of the work supported by the Nuffield Foundation during the 
j^ear ending March 31, 1950.1 

Pasdermadjian (H.). Management R(\search in Retailing. 
London: Newman Books, 1950. 8|^". Pp. xii 177. 10^9. 

[To be Ieviewed.) 

The Pattern and Finance of Foreign Trade. With special references 
to the City of London. London: Europa Publications (for the 
Institute of Bankers), 1949. 8|". Pp. 231. 156\ 

[This book prints a series of lectures delivered to the Institute of Bankers 
International Summer School at Christ Church, Oxford, during September 1949. 
A distinguished group of lecturers included the President of the Board of Trade, 
Prof. Sir Hubert Henderson, Prof. H. G. Hawtrey, Prof. M. G. Kendall, Mr. 
Marcus Fleming, Mr. Paul Baroau, Mr. Manning Daeey, Mr. Maurice Magrah, 
Mr. Leslie Gamage, Mr. L. K. O’Brien, Mr. H. L. Fraser and Sir I’liilip 
D’Ambrumenil. AU the lectures dealt with aspects of the problem of internat ional 
trade, or with the closely relevant problems of financial policy.] 

People and Paint. Slough : Imperial Chemical Industries, 1950. 
8J". Pp. 81. 

[A field survey, by Mass-Observation, of the views of house-wives on the 
subject of paint finishes and colour in the home.] 

Raistriok (A.). Quakers in Science and Industry. London: 
Bannisdale Press, 1950. 8^". Pp. 361. 21«. 

[To be reviewed.] 

Reid (D. C.). Money and Organisation. London : Macdonald & 
Evans, 1950. 8J". I^. ix + 128. lOs, 

[This is a clear account of the effects of the inflations of the two recent wars 
on money balances and the British banking system. The terminology, however, 
is awkward, for it will surely become inoonvonient soon, if it is not already, 
to use “normal” as descriptive of conditions prior to 1914. One unfortunate 
omission is any reference to the high marginal efficiency of capital among the 
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reasons for the failure to maintain the Daltonian 2^% yield basis for gilt-edged. 
Indeed the version of Keynsian interest theory given hero is incomplete because 
it fails to include the motives for borrowing money for real investment. The 
rates for lending on overdraft charged to-day by British bonks are surely no 
longer “ regulated by the Bank of England’s official rate of discount on com¬ 
mercial bills ” (p. 109),] 

Rich (E. E.) (Ed.), assisted by Johnson (A. M.). James Isham’s 
Observations on Hudson’s Bay, 1743, and Notes and Observations on a 
Book entitled “ A Voyage to Hudson’s Bay in the Dobbs Galley,” 
1749. London : Champlain Society for the Hudson’s Bay Record 
Society, 1949. 9J”, Pp. xeix + 352 -f- x. 

[This new volume in the Hudson Bay series is mainly hlled by the observations 
of Hudson’s Bay written by James Isham, who was at York Factory, with 
intervals, from 1732 to 1761.] 

R6pke (W.). The Social Crisis of our Time. London ; William 
Hodge, 1950. 8^", Pp. 260. 15s. 

[To be reviewed.] 

Samujel (E.). Economic Potential of Colonial Africa. London : 
United Africa Company, 1950. 9|”. I^. 19. 

[An address by the Managing Director of the United Africa Company to the 
Royal Empire Summer School. He suggests that, if political developments move 
too far ahead of economic developments, there is a danger that the African 
peoples will find themselves in the end little, if any, better than the Kingdom of 
Ethiopia. Africa, for even a modest increase of income per head, needs great 
capital investment and great improvements in education and medical services. 
All throe of those depend at present on substantial outside aid.] 

The Scope Year Book of Indiustry, Trade and Finance, 1950. 
London : Scope Books, 1950. Pp. 645. 45^. 

[This is a new year-book of industry, trade and finance. It is best described 
as half-way between Whitaker^s Almanack and the Statesman's Year-book with a 
groat deal of material that is not to bo found in either. It begins with a review 
of 1949, first ill general and then in terms of the principal industries. It then goes 
on to the commercial situation, at home and abroad, the commodity markets, 
the Stock Exchange, banking and credit, the budget controls, labour relations 
and so on. There follows a diary of t lic year with main events all chronicled. 
Next follow sections giving for all the main government departments, semi¬ 
public bodies, trade associations, trade unions, professional bodies and the like, 
lists of offices and names of service officials. There follows a section of useful 
data regarding foreign countries and international organisations. Finally, a 
statistical section carries the essential figures, first for the U.K. and then for 
foreign coimtries, of national incom<^, population, production, finance, prices, 
trade and the balance of pa3nnents. The whole would seem to be done at a high 
level of economic competence and to make a really useful work of reference.] 

Statistical Statements relating to the Co-operative Movement in 
India for the year 1947-48. Bombay : Reserve Bank of India, 1950. 
13”. Pp.20. Rs.2. 

(The Working Capital for All-India in 1947-48 was Rs. 171 crores as compared 
with Rs. 150 crores a year earlier—Rs. 105 crores for the average of 1935-40.] 

Steel: the post-war record. London: British Iron and Steel 
Federation, 1950. 10”. Pp. 15. 

[A popular account of the recent achievements of the British iron and steel 
industry. It contains a quantity of useful statistical material.] 

Thomson (D. F.). Economic Structure and the Ceremonial 
Exchange Cycle in Arnhem Land. Melbourne and London : Macmillan, 
1949. 8J”. Pp. 106. m.M. 

[To be reviewed.] 
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'iVustee Savings Banks Year Book. Fakenhain : Wyman & Sons 
(for the Trustees Savings Banks Association), 1950. 7". Pp. 155. 

[A directory and wlio’s who, w'ith a statistical section shownog deposits in 
each branch.] 

Tuck (R. H.). iSoiiie As]>ectH of the Economic Structure of Dairy 
Farming in the Southern Region of the ]\iilk Marketing Board. Uni¬ 
versity of Reading : Department of Agricultural Economics, 1950. 
8J". ^Pp.20. 28. (Sd. 

[The author of this pilot study suggests that for the intelligent implt mentation 
and assessment of agricultui’al policy, two types of information are necessary : 
the relative importance and contributions to total output of diUerent types of 
farms; the probable effects on tht'se different types of changes in conditions, 
prices and other incentives. The study is primarily concomed to enlarge know¬ 
ledge of the first kind m ndaiiou to milk production.] 

Unitwl Kingdom Policy : Foreign, Strategic, Economic. London : 
Royal Institute of International Affiiirs, 1950. 7i". Pp. 101. 4.s. 

[Tliis consists of tliree p.ipcrs prepared for the C’emmonwealth llelations 
(yonforenco lield at Bigwin Inn in C'anada in September 1949. Sir Charles 
Webster writes on British Foreign Policy. Major-Uoiieral Sir Ian Jacob deals 
with the Cnit-ofl Kingdom’s Strategic Interests. Prof. E. A. G. Robinson writes on 
the United Kingdom’s Economic Problems. Prof. Robinson stresses the fact tliat 
the problems with which the United Kingdom now has to deal have emerged 
progressively over the past lialf century, and have been mfule more acute, but 
in no sense have been created, by the war.] 

WhilXjANS (G.), Will Hans’s Tax Tabk^a, 1950-51. London: 
Biittcrworth, 1950. 9|''. 3«v. 6d. 

fA stiff cardboard shod of tax rates since 1938-39, allowances, surtax rates, 
double taxation agreements, rates of estate duty and other iiscful information.] 

Williams (Gkktrttde). Economics of Everyday Life. Harmonds- 
worih : Penguin Books, 1950. 7". P^). 248. l.§. 6r/. 

[To be reviewed, j 

Wilson (T.). Modern Capitalism and Economic Progress. London: 
Macmillan, 1950. 7J". I>i), 274. l2s.(Sd. 

[To bo reviow'od. | 

Wood (A.). The Groundnut Affair. London: Bodley Head, 
1950. ff'. Pp, 264. 12s. 6n?. 

[This is the book which provoked a political ensis. It is not ditticiilt to see 
why. But it is difficult for anyone w^ho was not in the thick of things to judge 
the rights and the wrongs. The book, apart from a wholly unnecessary pre- 
liminary .excursus into Malthus, Marxism and Darwinism, is a busincsvs-like but 
vigorous and pointed account of events. It is not w'holly unsympathetic to 
Mr. Strachey. Indeed, it becomes clear that the author’s sympathies are witli 
the Labour Party. It is highly critical of Plummer in certain respects. But the 
main impression it gives is of an heroic attempt to deal with the short-term 
problems of oil-shortage which acquired a momentum of its own and could never 
be reduced again to orilerly progress,] 

Your Future. What to be and How. Jersey; Rotary Club, 

1950. 8J". Pp. 41. 

[A useful guide to possible occupations addressed to the boy or girl leaving 
school.] 

Yule (G. Udny) and Kendall (M. O.). An Introduction to the 
Theoiy of Statistics, 14th edition. London; Charles Griffin, 1950, 
9". xxiv + 701. Us, 

[To be reviewed.] 
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American. 

Adams (W.) (EJ.). The Structure of American Industry. Some 
case studies. New York and London : Macmillan Company, 1960. 
8". Pp. viii 688. 36«. 

[The editor of this book sots out to provide a series of industrial case studies 
for the illumination of American economic structure. Different writers describe 
and analyse some ten industries in addition to agriculture, shipping and air 
transport. These include cotton textiles, bituminous coal, steel, house-building, 
chemicals, cigarettes, films, milk, tin cans and glass containers. The authors 
are, or have been, teachers of economies. The approach is that of the economist 
and the treatment in each case indcj3endent and unbiased. Thus the book 
escapes that curious aroma of special-pleading by specialists from which many 
such books suffer. If there is a smell of monopoly, it is allowed to reach our 
nostrils. We hoar about price-leadership and anti-trust cases, and the structure 
of the industry is discussed from the angle of public interest. Finally, Prof. 
(]!orwin Edwards of the Bureau of Industrial Kesearch of the Federal Trade 
Commission writes on Public Policy in a Free Enterprise Economy and Prof, 
lllingsworth on Organised Labour. A valuable book which miglit have uses as 
a text-book.] 

AbakelIan (A.). Industrial Management in the USSR. Trans¬ 
lated by E. L. Raymond. Washington D.C. : Public Affairs Press, 
1950. 9". Pp. 168. $3.00. 

[To be reviewed.] 

Bestor (A. E.). Backwoods Utopias. The sectarian and Owenitc 
phases of communitarian socialism in America 1663-1829. Phila¬ 
delphia : University of Pennsylvania Press (London : Geoffrey 
Cumberlege), 1950. 9". I^). 288. 28.^. 

[To be reviewed.] 

Bradshaw (T. P.). Developing Men for Controllership. Boston : 
Graduate School of Business Administration, Harvard University, 
1950. 8". Pp. x + 231. $3.25. 

[To be reviewed.] 

Brown (W. A,). The United States and the Restoi'ation of 
World Trade. An analysis and appraisal of the ITO Charter and the 
General Agreement on Tariffs and Trade. Washington D.C. : Brook¬ 
ings Institution, 1950. 9". Pp. xiii + 572. 

[To be reviewed.] 

Chang (Pei-Kang). Agriculture and Industrialization. Harvard 
/^Economic Studies, Vol, LXXXV. Cambridge, Mass. : Harvard 
University Press (London: Geoffrey Cumberlege), 1949. 8|". Pp. 
xii + 270. 218, 6d. 

[The author of this book makes an attempt to survey the whole vast field of 
the relationships between the industrial and agricultural sectors of an economy 
in the process of industrialisation, with speclaf reference to the problems of his 
native China. The general structure of the work is that first some of the theoretical 
problems are explored, then historical experience is drawn on to illustrate the sort 
of changes that have taken place in the past—the rate of growth of industrial 
production at various times in a number of countries such as the U.K., the U.S. 

' and Japan for instance—and finally some of the more specific problems of in¬ 
dustrialisation of a country like China are considered. Although the historical 
sections are particularly interesting, there seem to bo too many omissions («.g., 
no distinction between countries with rapidly incroa^sing pressure of population 
on the available supply of land and those with vast imdeveloped areas and no 
discussion of the crucial question of the rate of voluntary saving) to justify his 
claim to be comprehensive. The tendency to drag in every possible tlieoretical 
concept, of however little relevance, also impairs the general treatment of his 
subject. The rough tools of Adam Smith might have been found to have a 
keener cutting edge than those “ endless fantastic patterns of tangencios and 
intersections,” as Frofessor Bubertson has recently called them.] 
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Cole (A. H.). The Great Mirror of Folly (Het grooet taforeel der 
Dwaasheid). An Econoinic-Bibliographical Study. Boston, Mass. : 
Harvard Graduate School of Business Administration, 1949. lOJ". 
1^. 40. 

[The Taferecl is ma.de up of satirical ijlates, tegetlier with the charters of 
importaut (?ompanieft iioated in various Dutch cdies during tlie ])eriod of bubble 
fever associated in England with the South Sea Bubble and in France with the 
Mississippi Bubble. The identity of the comxiiler and the places of xiublication 
are unknown. The volume evolved from time to time, and no two knowm copies 
are absolutely identical. Prof. Colo is primarily concerned with the bibliographical 
mysteries, but he suggests that the existence of this volume, and its continual 
reai>pearanco in each speculative crisis, may have contributed to the long delay 
in the evolution of the corporation in the Netherlands.] 

CoRRKiAN (J. L.). Management and Management’s Rights to 
Manage in Industrial Relations, a Study in Differences. Washington 
D.C. : Catholic University of America Press, 1950. 9". Pp. x + 233. 

[A Ph.D. I'liesis of the Catholic University of America.] 

Daugherty (C. R.) and (Marion R.). Edited by E. S. Furniss. 
Principles of Political Economy. 2 vols. Chicago : Mifflin Company, 
1950. 9J". Pp. XV + 1125 H- xi. 

[To ho reviewed.] 

Derber (M.) (Ed.). Industrial Relations Research Association. 
Proceedings of the Second Annual Meeting. Champaign, Illinois ; 
Industrial Relations Re^search Association, 1950. 9". Pp. 299. 

("i'his contains the jiapers road to the Second Annual Meeting of the Association 
hedd 111 December 1949, under the Presidency of Dr. Sumner Shchter. They 
fall into live main grouxis : (1) Labour and the Public Interest . (2) Can Capital¬ 
ism dispense with Free Labour Markets ? (3) Crucial Tssuos in the Pension 

Problem. (4) ICcoiiomic Power Blocs and American Caijitalism. (f>) Measuio- 
moiit of Eraxiloyoo Attitudes.] 

Dickinson (F. G.) and Welker (E. L.). Infant Deaths and Still¬ 
births in Leading Nations. Chicago : AimTican Medical Association, 
1950. 11^". Pp. 17. 

[A detailed analysis of the causes of infant mortality both for the individual 
States of the U.S.A. and for other coiuitries, where comfiarable figures can be 
obtained.] 

Duesenberry (J. S.). Income Saving, and the Theory of Consumer 
Behavior. Cambridge, Mass. : Harvard University Press (London : 
Geoffrey Cumberlege), 1950. 8J". Pp. 128. l(ys. 

[To be reviewed.] 

Everest (A. S.). Morgenthau, the New Deal and Silver. New 
York :* Columbia University, King’s (Vowii Press (London : Gc^offrey 
Cumberlege), 1950. 8|". viii + 209. 225. 6rf. 

[This book is host described as a case study of pressure groups in (Vingrcss. 
The policies designed to anj^ease those groups at home caused chaos abroad, 
and tho author is led to atuay, first (with the help of Henry Morgenthau's jjapers) 
the attempts of the XJ.S. Treasury to steer a middle course, and secondly, the 
repercussions on Latin America, China, India and the mcasuTes by which the 
U.S. tried to mitigate these, and finally the war-time consequences.] 

Grant (M.). Aspects of the Principate of Tiberius. New York : 
American Numismatic Society, 1950. 9". Pp. xviii + 199. $5.00. 

[This is best described as a voliune of historical comment on the colonial coinage 
issued outside Spain, Tho coinages of Western Europe, AlVica, Macedonia, 
Epirus and Aohaia and tho Eastern Provinces are described in turn, and the 
character, occasions of issue and the extent of the coinage is analysed. Tlie book 
is replete with all tho meticulous scholarship and accurate learning that one 
associates with the work of Prof. Grant.] 
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Habti^nd (PENEiiOPB C.). Balance of Iftterregional Payments of 
New England. Providence, Rhode Island: Brown University, 
1960. 11". Pp. 125. 

[ThiH roneood document represents a most interesting attempt to estimate 
the balance of payments between New England and the rest of the world, includmg 
the rest of the United States. The trade figures were based on commodity 
movements across the boundaries of New England by rail, water and truck. 
As the result of the activities of the Interstate Commerce Commission far more 
data exist of railway movements than would be available for any comparable 
region of this country. Road movements had to be estimated from traffic 
censuses and the sample of inquiries made in connection with it into the type, 
source and destination of loads. Attempts aro also made to calculate the in¬ 
visibles, including New England’s large export of education and recreation, 
J^ata are also available for interest and dividends on a “where received** basis, 
and a comparison of these with the payments made for use of capital, as shown 
in tax retm*n8, enables the net inflow from outside to be estimated. This pioneer 
work is of great interest for anyone wlio may bo attempting similar work else¬ 
where.] 

Hazlitt (H:). Illusions of Point Four. Irvington-on-Hudson, 
New York : Foundation for Economic Education, 1950. 7J". Pp. 48. 

50 cents. 

[The main argument of this political pamphlet is that any international 
capital movomoiits achieved through Point Four aro merely diversions from 
private to public channels, and that such diversions are likely to mean that a 
fixed stock of capital is used in less-dtisirable w'ays. “It camiot be doubted 
that the potential private funds for fonugn investment exist in ample amount 
there. It is merely necessary for w'ould-be borrowers abroad to make their 
policies and their political and economic climate sufficiently attractive to our 
private investors.’’] 

Hoffsommbe (H.) (Ed.). The Social and Economic Significance 
of Land Tenure in the Southwestern States. A report of the Regional 
Tenure Research Project. North Carolina University Press (London : 
Geoffrey Cumberlege), 1950. 9". Pp. ix -f- 660. 485. 

[This is a largo and comprehensive study, by the export personnel of the 
State Agi’icultural Colleges of Arkansas, Louisiana, Texas, Oklahoma and 
Mississippi, The problems it handles are those of the relation of land tenure to 
farm organisation and particularly to the performance of farm families. Such 
issues as size of farm, crop organisation, capital investment, livestock on the 
farm, farm equipment, farm income are each in turn analysed and related, 
so far as possible, to the types of tenure. At the same time the reasons for 
different types of tenure are carefully examined. Many ready-made and easily 
accepted judgments are proved to be untenable, and the causes gf success or failure 
are found to bo ascribablo to many other factors besides the forms of land tonture.] 

Hubbard (J. C.). Creation of Income by Taxation. Cambridge, 
Mass.: Harvard University Press (London: Geoffrey Cumberlege), 
1950. 8J". Pp. xi + 239, 255. 

[To be reviewed.] 

Huefp (G. B.). Social Aspects of Enterprise in the Large Corpora¬ 
tion. Philadelphia : University of Pennsylvania Press, 1950. 8i". 

137. $2.00. 

[To be reviewed.] 

Investment for Jobs. Washington, D.C.: Chamber of Commerce 
of the United States, 1960. 7J". Pp. 36. 25 cents. 

[This pamphlet asks the question “ What investment is necessary to provide 
for the growth of U.S. population and employment if everyone is to got a job ?’* 
At current replacement cost, capital per head in manufacturing is estimated at 
$10,000 ]per job; in public utilities the figure is much higher. The annual not 
increase m the labour force is about 600,000. Thus the investment to maintain 
the existing capital per head is about $6 billion. In addition, nearly 1 million 
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worlfors are released annually for new employment by teclmical x)rogress. There 
are also declining industries. Clearly something like $15-20 billion a year of 
new investment is required. The pamphlet argues that tax reductions and adjust¬ 
ments are necessary to secure this.J 

Kebzer (D. M.) and Associates. Making Capitalism Work. A 
program for preserving freedom and stabilizing prosperity. New 
York and London : Meftraw-Hill, 1950. 8". Pj:). ix-| 316. 30^. 

[To bo re viewed.] 

Kimmel (L. it,). Taxes and Economic Incentives. Washington, 
L.C. : Brookings Institution, 1950. 9''. I^. x + 217. $2.50. 

[To be reviewed.] 

Kress Library of Business and Economics, 1938-1949. Boston, 
Mass. : Harvard Graduate School of Business Administration, 1950. 
9". Pp. 8. 

[An annual report by Dr. A. H. Colo on tho activities of the Kress Library 
and some of the acquisitions to its collections.] 

Lee (M. W.). Tax Structure of the State of Washington. Pullman, 
Washington : State College of Washington Press, 1950. 9". Pp. 

viii + 134. Paper 50 cents. Cloth $2.50. 

[The purpose of this survey is an objective analysis of the tax structure of the 
State, to enable revenue to be increased equitably and with least burden. Each 
of the main sources of revenue is consid<3red in turn, and the burden in tho State 
of Washington is compared with that in other States. The State of Washington 
IS sliown to be more dependent than any other State on its sales tax, which is in 
the nature of things regressive m its incidence.] 

Lutz (F. A.) and (Vera C\). Monetary and Foreign Exchange 
Policy in Italy. Princeton University Press (for International Finance 
Section) (London : Geoffrey Cumberlege), 1950. 9". Pp. 46. 6^?. 6d^. 

[This intC3rosting short study of Italian financial and economic policy over the 
past few years deals with a number of controversial points that have greatly 
interested ocouomists. The authors defend the olfieial deflationary jjolicy against 
its critics. They hold that imomployment is priiicii>ally due to long-term st ructural 
forces—and particularly to population growth uncompensated by emigration. 
Tho root cause, they argue, is that Italitin labour will not accept employment 
at the real wages which employment with tho present capital stock would yield; 
that only increased iri\'e8tniciit and capital stock will increase real incomes; 
that in Italy, inured to inflation, the net volimio ol savings is decreased and not 
increased by inflation, owing to flights into commodities; that in ctonsequonco 
forced saving is impracticable and voluntary sa\ung, through confidence in the 
currency—^which meant stability of the dollar exchange—was tho right and only 
sensible objective, oven if it meant some structural unemployment while voluntary 
saving and a willingness to invest in tho right ways was being re-created. The 
authora also have interesting comments to make on the equally controversial 
sterling cross-rate issue.] 

Mace (M. L.). The Growth and Development of Executives. 
Boston: Graduate School of Business Administration, Harvard 
University, 1950. 8". Pp. x + 200. $3.25. 

[To be reviewed.] 

Mottbn (C, G.). Mexican Silver and the Enlightenment. Phila¬ 
delphia : University of Pennsylvania Press (London: Geoffrey 
Cumberlege), 1950. 9". Pp. 90. 16.9. 

[This monograph is concerned with the successes, failmvs and lessons learned by 
a mission of European scientists and mining technicians sent in 1778 to study 
the methods of mining silver, in order to increase production, since Spain de¬ 
pended on it for much of its revenue. As a background the author gives an 
account of native mining before the Conquest and describes mining and science 
in Mexico in the seventeenth and eighteenth centuries.] 
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Perlopf (H. S.). Puerto Rico’s Economic Future. University 
of Chicago Press (London : Cambridge University Press), 1950. 

Pp. xviii -f- 435 and illustrations. 36,?. 

fThiH largo and vory thorough study of tho economy of Puoito Rioo lias boon 
made imder tho auspices of the Social Science Centre of the University of Puerto 
liico. Prof. Perloff starts with a brief historical bai^kground and then proceeds 
to a very thorough and detailed analysis of resources, structure, the dominant role 
of sugar, agricultural and manufacturing trends, the economic ties with the U.S.A., 
foreign trade, patterns of employment and wages and of incomes and expenditures. 
Next follows a section on the acute population problems. Finally, he tackles the 
problem of planned economic development, with special reference to agricultural 
adjustments and industrial expansion.] 

Quaker Work among Arab Refugees undertaken for the United 
Nations. Philadelphia : American Friends Service Committee, 1950. 
8^. Pp. 32. 

[A sliort account of tho distribution of relief among Arab refugees in the 
Gaza strip.] 

Schultz (T. W.). Production and Welfare of Agricjulture. New 
York and London : Macmillan, 1950. 8". Pp. xi + 225. 

[To be reviewed.] 

ScoviLLE (W. C.). Capitalism and French Glassmaking, 1640- 
1789. Berkeley and Los Angeles: University of California Press 
(Cambridge University Press), 1950. 10". Pp. vii 210. 186\ 9ri. 

[To bo reviewed.] 

Steadier Jobs. An action program for management. Washington 
: Chamber of Coimnerce of the United States, 1950. 9". Pp. 18. 
25 cents. 

[After briefly arguing tho case for eliminating seasonal unemployment and 
Bla<*h periods, wherever this is practicalile, tho pamphlet goes on to set out imder 
various lioads—^marketing and sales, production, personnel policies—the means 
by which seasonal fluctuations can be diminished.] 

Swann (Nancy Lee) (IVanslated and annotated by). Food and 
Money in Ancient China. (Han Shu 24). Princeton University Press 
(Oxford University Press), 1950. 9Y'. Pp. xiii t- 482. 63s. 

[To bo reviewed.] 

Wendzel (J. T.). Perspective for Business Expansion. A 
memorandum to Kalamazoo Businessmen. Kalamazoo, Michigan : 
W. E. Upjohn Institute for Community Research, 1949. 9". Pp. 16. 

[This represents an attempt by one firm to foresee the characteristics of tho 
world for which it must now plan its own production and extensions of capacity. 
Tho results are published for the benefit of others. On the basis of known popula¬ 
tion growth and reasonable assumptions (granted continued high levels of employ¬ 
ment) about persons occupied and output per head, the total U.8. national 
income of 1970 may be more than 70% greater than that of 1948 at similar prices, 
and income per head some 40% greater. If an economist is to comment, ho 
would probably say that these estimates are as good as can be made if what one 
is concerned with is full-employment income and expenditure. It would be easy, 
however, to visualise a world in which full employment did not exist, in which, 
through lower investment, the gradient of progress was much less, and the 
profitability of marginal investment made on the basis of these estimates in serious 
doubt.] 

Woodworth (G. W.). The Monetary and Banking System. New 
York and London : McGraw-Hill, 195Cr. 9". Pp. xiv ~|- 588. 42^. 6d, 

[A thoroughly useful university text-book on the massive scale but at a fairly 
elementary level. It covers the whole field, including the functions of money, 
monetary systems and standards, the origins and the history of banking, the 
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financial developmontH of this century, the Federal Reserve system, bank notes 
and deposits, clearings, the problems of liquidity, banking advances and 
investment, the determination of the price level, the velocity of circulation, 
long-term price-trends, the business cycle and theories of production and em¬ 
ployment, foreign exchanges, the money market, international finance, fiscal 
policy and monetary management. It is essentially an American book, dealing 
with American conditions; while it has great virtues for its own purpose, and is 
well worth study for the way it presents problems, it is perhaps too perfectly 
American to make a good English text.] 


French. 

Bettblheim (Oh.). L’ltloonomie .Sovi(^tiquc. Paris: Ilocneil 
Sirey, 1950. 10". Pp. 472. 1,000 fr. 

[To be reviewed.] 

Tnstitut National do la Statistiqiio ot d(‘K l5iij(h*s Economiquos. 
L’Asic Sovietiqnc. Paris : Presses Universitaires do Prance, 1940. 

Pp. 232. 

[To be revif5Wod.] 

Leger (C.). La Deniocratie industrielle et les oomites (rentreprise 
en iSuede. Paris : Armand Colin, 1950. 9". J’p. 227. 350 fr. 

[To bo reviewed.] 

Marantz (M.). Lo Plan Marshall, Suijces on Faillilt^? Paris: 
Marcel Riviere, 1950. 9". Pji. 268. 320 fr. 

[To bo reviewed.] 

Belgian. 

Jacquemyns (G ). Les lladiesthdsistcK devant 1’Opinion Publique. 
Brussels ; Institut Universilaire d’lnformation Hociale ct Econoinique, 
1950. 9". Pp. 55. 

[A sample investigation designed to diseovor how far the public believes in 
and resorts to witch-doctors of one kind or another for such purposes as water 
divination, the prediction of the sex of an unborn child, to get in touch with tho 
dead, to discover tho nature of a <hsease. Nearly half tho sample population 
boUevod that certain people can divine water. About a quarter behoved in 
extraordinary powers to discover diseases. Only 10-15% believed in tho other 
abnormal powers.] 

German. 

Binder (R.). Die Belastung dureh die persoiiliche Einkommens- 
teuer in Deutschland, England und den Vereinigten Staaten. Kiel: 
Institut fiir Weltwirtschaft, 1950. 8". Pp. vii + 196. DM. 15. 

[To be reviewed.] 

Dorpmund (H.). Die Mittel der Industricstandortlenkung und 
die Grenzen ihrer Anwendbarkeit. Bremen-Horn: WalttT Dorn, 
1950. 8". Pp. 127. DM 4. 

[To be reviewed.] 

Lebensfahigkeit und Vollbeschaftigung. Kiel: Institut fiir Welt¬ 
wirtschaft, 1950. 11J''. Pp. 55. 

[To be reviewed.) 

Plate (R.). Der Weltgetreidemaikt nacb dem zweiten Weltkrieg. 
Berlin : Paul Parey, 1950. 8". Pp. 233. 

[To be reviewed.] 
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Stisseb (R.). Standort imd Planung der deutschen Kraftfahrzeug- 
industrie, Bremen-Honx: Walter Dorn, 1960. 8". P^. 84. 

ITo bo reviewed.] 

Weber (A.). Hauptfragen der Wirtschaftspolitik. Berlin: 
Duncker & Humblot, 19^. 9". P^. x + 374. DM 16. 

[To bo reviewed.] 


Italian. 

Fossati (E.). Ricerche sui contributi inglesi alia teoria della 
moneta. Vol. I. Florence : Case Editrioe del Dott. Carlo Cya, 1940. 
10". 1^.263. 301. 

[To be reviewed.] 

Gambino (A.). Problemi della politica creditizia. Milan : Uni; 
versiti Commereiale Luigi Bocconi, 1948. Pp. 166. 700 1. 

[This volume consists of reprints, without alteration, of articles contributed to 
the OiorncUc degli EconomisH by Prof, Oambino between August 1936 and April 
1948. It is somewhat misleadingly entitled Problems of Credit Policy, since it is 
primarily concerned with broad theoretical issues, such as the sense, if any, in 
which it can be held that banks can create credit; the relation between bank 
credit and capital formation, and between saving and consumption, and similar 
questions. Prof. Gambino writes well and sensibly, taking a balanced position 
between the views of the opposing schools of thought on these matters. Like 
many other continental economists ho devotes a considerable amoimt of space 
to the pioneer work of Bohm Bawerk on the theory of capital, and his comments 
on this are interesting and suggestive. It may be doubted, however, whether 
ho was well-advised simply to reprint his articles in their original form. Criticisms 
written in Auspist 1936 of what he thou described as the Cambridge school of 
thought of Robertson and Keynes, and stimulated by the appearance of Keynes's 
General Theory of Employment Interest and Money, can hardly to-day be of much 
more than purely historical interest.] 

Sabaobno (P.). L’Azienda induBtriale. Milan : Vita e Pensiero, 
1950. 9J". Pp. 298. 13001. 

[To be reviewed.] 


Norwegian. 

OuBEN (T.) and S 0 MMB (A.). Trends in Inter-War Trade and 
Shipping. Bergen : J. W. Eides Forlag, 1948. 11". Pp. viii + 72. 

Kr. 15. 

[An account of the trends of trade in the different continents and on the 
different oceans.] 


Swedish. 

EliF.Heckschersbibliografi, 1897-1949. Stockholm: Ekonomisk- 
Historiska Institutet, 1960. 9". Pp. 122. 

[A list of Prof. Hecksoher’s writings, set out alphabetically under the various 
years in which the work appeared.] 


• Swiss. 

0 

Pankow (G.). Grundlagen einer intemationalen Wirtsohafts- 
ordnung. Zurich: Leeman, 1960. 9". Pp. 72. S. fr. 3. 

[To be reviewed.] 
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South American. 

Baextoh (J.). El Acreditivo Documcntado. Buenos Aires: 
Institute de Economla Bancaria, 1949. 10". Pp. 262. 

[This study of documentary credits considered from the economic rather than 
the legal aspect was prepared as a doctoral thesis for the Faculty of Economics 
of the University of Buenos Aires.] 


Czechoslovakian. 

Work for all or Unemployment. Prague: Orbi.s, 1950. 8". 
Pp. 126. 

[This pamphlet sots out to contrast unemployment in capitalist countries 
(though it concedes that in Great Britain it is a tlireat rather than a reality) 
with tho liquidation of unemployment by peaceful methods ” in the U.S.S.R. 
and the satellite countries.] 


Egyptian. 

Chalom (G.). La DeterminationFiscalt' des Benefices Commorciaux 
et Industricls en iSgypte et les Recours Contentieux. Cairo : S.O.P. 
Press, 1949. 10". Pp. 165. P.T. 40. 

[To be reviewed.] 


Official. 

Eritisit. 

DniECTOBATE OF INDUSTRIAL Statisttch. Fij*st Ceiisiis of Manu¬ 
factures, India, 194(5. 2 vols. Government of India : Ministry of 
Industry and Suppl}^ 1949. 9J". Pj>. 037. 

[This is the first Census of Manufactures that India has attempted. Tt clearly 
represents a triumph over great difficulties. A large number of undertakings 
made no returns, or found themselves in great difficulties over them. The 
political troubles before and after partition supervened. It is hoped that th#> 
experience of this occasion will make subsequent censuses more complete and 
satisfactory. For cotton textiles about 88% of factories made analysable returns; 
for woollen textiles the figure was under 70%; for tanning it was under 00%; 
for all industries about 80% of returns were obtained. This was despite the 
setting of a lower limit of firms employing twenty workers in a manufacturing 
process using power. The report suggests, however, that most of the failures 
were small mins which contribute little to total output and that the coverage 
is much more than would appear from the percentage of returns. As well as the 
usual figures of gross and not output, numbers of employees, totals of wages and 
other costs, returns were obtained of fixed and working capital employed and of 
depreciation of rates allowed for tax.] 

Montlily Statistics of the Production of Selected Industries of India. 
Delhi: Manager of Publications, 1950. 9J". Pp. 10. 

[A new series of monthly output figures giving production in physical units, 
in relation to 1946 and in relation to installed capacity.] 

Natabajan (B.). An Essay on National Income and Expenditure 
in India. Madras : Economic Adviser to the Government of Madras, 
1949. 8i". Pp. xiv + 102. lls. 3. 

[This is a brave, but somewhat crude, attempt to bring up-to-dato the estimates 
of the Indian national income in advance of more careful and detailed work whicli 
is only now starting. The author takes Prof. Kao’s estimates for 1931-32 as a 
point of departure and corrects for changes in volume of production and changes 
in price. On the basis of cultivated area, occupied population, crop yields and 
livestock population he distributes the totals under agriculture, industry and 
services between provinces and gets a provincial income. The broad result is an 
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estimate that while the national income in money terms has risen nearly four 
times, in real terms it has risen less than 1*5% and that income per head is 10% 
lower than in 1938-39.] 

Papers of the Royal Commission on Population. Vol. II. Re¬ 
ports and Selected Papers of the Statistics Committee. London : 
H.M. Stationery Office, 1950. 9^". Pp. 422. Hs, 

[To be reviewed.] 

Papers of the Royal Commission on Population. Vol. V. Memo¬ 
randa presented to the Royal Commission. London : H.M. Stationery 
Office, 1950. 9|". Pp. iv H 120. 3.5. 

[To be reviewed.] 

Second Year of Freedom, August 1948-August 1949. New Delhi: 
Publications Department, A.I.C.C., 1950. 9J". Pj). 128. Rs. 3-8 0. 

[A survey, by the Indian National Congress organisation, of the achievements 
of India during tlw second year of independence. The developments which are 
particularly stressed are the decline of communal tensions and the integration 
of the States into unions. On the other hand, the emergence of a major problem 
of the balance of payments is frankly admitted and its serious nature not under¬ 
rated. Chapters in the survey deal, amongst other things, with certain budgetary 
problems, relief and rehabilitation, food and agriculture, the zamindari problem, 
rural development, transport, industrialisation and labour conditions. Most 
urgent of all economic problems is to ensure sufficient food supplies for the 
growing population, consistently with a balancing of payments.] 

Belgian. 

Inter-Allied Reparation Agency. Report of the Secretarj^ General 
for the year 1949. Brussels : InttT-Allied Reparation Agency, 1950. 
9Y'. P[). 111. 

[This gives a very full history of German reparations, so far as they concern the 
Western Zones. By the end of its activities the Reparation Agency will probably 
have distributed a little over $500 million (in 1938 dollars)—a tiny fraction of the 
$20 billion about which the Russian.s talked at Yalta. Of that total nearly 
$300 million represents the external assets of Germany and a little under $50 million 
comes from Germany’s merchant shipping. Under $150 million is represented 
by industrial capital. Of the $413 million distributed to the end of 1949, the 
United Kingdom had received about $84 million—ecjuivalent to about two 
days of the cost of the war to her,] 

Dutch. 

Lisman (J. H. C.). Econometrics, Statistics and Thermod 3 Tiaimcs. 
The Hague : Netherlands Postal and Telecommunications Services, 
1949. 9J". Pp. 104. 

[To bo reviewed.] 

Swiss. 

Bank for International Settlements. Twentieth Annual Report. 
Basle : Bank for International Settlements, 1950. 12". Pp. 310. 

[To be reviewed,] 

Czech. 

Dolansky (J.). Three Years of Planning in the Czechoslovak 
People's Democracy. Translated by 0. Stein. Prague : Ministry 
of Information and Public Culture, 1949. 8". I^. 60. 

[The Report of the Minister-Chairman of the Czech State Planning Office on 
the fulfilment during the first half of 1949 of the official two-year and five-year 
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plans. Nationalised undertakings now cover 97% of industrial production and 
78% of retail trade. Industrial outi>ut is estimated to be over 35% above the 
pre-war level, and agricultural output is about equal to the pre-war level. Foreign 
trade is said to be four times that of 1946, with the U.S.S.R. taking a 40% share.] 

New Family Legivslation in Czechoslovakia. Prague : Ministry of 
Information and Public Culture, 1960. 8". Pj). 45. 

[The text of an act covering all aspects of tlie marriage contract, rights and 
duties of spouses, divorce and parental responsibilities. It is prefaced by an 
address to the National Assembly by the Minister of Justice sotting out its 
objectives, and the economic and social backgroiuid of it.] 


International. 

Draft International Agreement on Tin. March 1960. The 
Hague : International Tin Study Group, 1950. 11". Pp. 21. 

[A draft agreement of which the objectives are : to prevent unemployment 
due to failure of market forces to balance production and consumption; to 
prevent excessive price fluctuations; to ensure adequate supplies; to promote 
consumption, or failing that to adjust capacity and shift resources out of the 
industry; to maintain and dev^elop natural resources of tin.] 

A Statement on the Position and Prospects of the Tin Industry, 
'rhe Hague : International Tin Study Group, 1960. llj". Pp. 58. 
7s, 6d, 

[This report by the International Tin Study Group draws attention to the 
increasing emergence of a surplus of tin. World production is near to 170,000 
tons a year; world consumption is about 120,000 tons a year. If there is strategic 
stock-piling the problems may be solved. But because of uncertainty, there has 
been no confidence in the market and danger of collapse in certain areas.] 


International Labour Office. 

Action against Unemployment. Geneva : International Labour 
OfHce (London : Staples Press), 1950. 9i". Pp. 260. 9s, 

[This large-scale survey of measures to prevent the emergence of unemploy¬ 
ment in the main follows familiar lines. An introductory section deals with the 
unemployment situation in the four countries which at the time of writing seemed 
to bo the possible focal points of unemployment: Belgiiun, Germany, Italy and 
the U.S.A.] 

United Nations. 

Catalogue of Economic and Social Projects, 1960. Lake Success : 
United Nations (London : H.M. Stationery Office), 1950. 9". Pp. 
XX+ 516. 27s, &d. 

[A list of the projects which atQ proceeding and the studies that are being made 
by each of the main sections of the TJnited Nations organisation and by its Special 
Agencies. Under each entry is given a brief account of the purpose of the in¬ 
quiry and the methods adopted.] 

The Economic Development of Latin America and its principal 
problems. Lake Success : United Nations (London : H.M. Stationery 
Office), 1960. 9". :i^. 59. 3^. 

[This very interesting study of the Economic development of Latin America 
is the work of Prof. Raul Prebisch. It deals, largely on an analytical rather than 
a purely statistical basis, with the problems of the terms of trade and the division 
of the advantages of technical pro^^ss between primary producers and manufac¬ 
turers ; the effects on Latin America of high productivity in the United States; 
the problem of dollar shortage and its repercussions on Latin America; capital 
formation and the inffationa^ process; the levels of industrialisation; the 
basis of an anti-cyclical poHoy for Latin America.] 
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Eoonomio Derelopment in Selected Couiitries. Plans, pro^mmes 
and agencies. Vol. II. Lake Success; United Nations (London; 
H.M. Stationery Office), 1960. 9". Pp. xiii + 271. 16s. 

[This volume covers developments in Australis, Bulgaria, Colombia, New 
Zealand, the Philippines, Puerto Bioo, Southern Bhodeeia find the Union of South 
Africa. The quality of the material differs somewhat from country to country, 
but is in the main concerned with organisation and administrative machinery and 
there is little attempt to assess realistically the actual progress being made.] 

Economic Survey of Europe in 1949. Prepared by the Eesearch 
and Planning Division, Economic Commission for Europe. Geneva ; 
United Nations (London: H.M. Stationery OflSice), 1960. 11". Pp. 
XV + 297. 158. 

[To be reviewed.] 

European Engineering Industry. Availability of Products for 
Export. Geneva : United Nations, Economic Commission for Europe, 
1960. 11". 

[A roneoed analysis of delivery dates of engineering products from different 
European countries. It adds less than might be expected to knowledge. The 
three categories—^under three months, three to six months, considerable delay— 
are necessarily crude. Most countries are in the scone category for any product, 
and slow deliveries are those which are well-known to most observers. But there 
are now many types of capital goods of which delivery is said to be reasonably 
short.] 

Liberating World Trade. Second report on the operation of the 
general agreement on tariffs and trade. United Nations; Interim 
Commission for the International Trade Organization, 1950. 9J". 
Pp. 29. la. 9d. 

[This pamphlet, prepared by the Secretariat of the Interim Commission of the 
International Trade Organisation, describes the progress made in tariff reduction 
and the further negotiations that will take place at Torquay, beginning in Sep¬ 
tember 1950. Great emphasis is placed on the renewal of quantitative restric¬ 
tions, and in a concluding paragraph it is arj^ed that, when &iey can be relaxed, 
more will be lost “ by an excessive timidity in scrapping controls than by a 
policy of calculated boldness in measures of liberation.”] 

National Income Statistics of Various Countries, 1938-1948. 
Lake Success: Statistical Office of the United Nations (London : 
H.M. Stationery OlBce), 1960. 11". I^. 249. 17^. 6d. 

[This very useful now book of reference presents the national income statisticjs 
of thirty-two countries with sufficient notes and comments to make it possible to 
judge when like is being compared with like. It is prefaced by an introduction 
which discuss^ in considerable detail the conceptual and other problems involved. 
A chapter adjusts the published figures for each country, so far as practicable, 
on to an internationally comparable basis.] 

Non-self-governing Territories. Summaries and analyses of in¬ 
formation transmitted to the Secretary-General during 1949. Vol. I. 
Lake Success: United Nations (London: H.M. Stationery Office), 
1950. 9". Pp. 264. 16s. 

[This volume contains a general survey, with coxi]q>arative figur^ for different 
territories, of the progress of Colonial and other non-self-goveming territories. 
Progress has on the whole been considerable, but in a number of cases earlier 
estimates have proved optimistic and large investment has proved to be necessary 
in basic services, health and cxlueation, transport, irrigation and water supply, 
and research. The report quotes with approval a sentence from the U.K. sub¬ 
mission to O.E.E.C., which in referring to estimates of the possible increases of 
imports from dependent Overseas Territories Stated that * ^ It would be inoonsistent 
with Trusteeship, and would, moreover, be economically impracticable, to 
subordinate progress in those ff^ds fundamental to the healthy development 
of the naUve comimmitjes to a breakneck increase in food and raw-matartal 
production wholly designed for export.*’] 
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THE SUBSTITUTION EFFECT IN VALUE THEORY 


The Slutsky-Hicks theory of value is based on a fundamental 
equation which divides the effect of any price change on demand 
into two parts—that due to change in real income (the income 
effect) and that due to change in relative prices with real income 
constant (the substitution effect). The theory is expressed 
mathematically in terms of derivatives, i.e., rates or directions of 
change.^ Most economists, however, cannot operate at all easily 
in these terms. In expounding and applying the theory, they 
throw it into diagrammatic form, in two (or perhaps in three) 
dimensions, and allow the hypothetical consumer to jump from 
one situation to anotJier, as represented by two distinct points on 
the diagram. Hicks himself does this in the text of Value arid 
Capital, confining the mathematical exposition to an Appendix. 
As Mosak has pointed out, Hicks gets into difficulties in two ways.® 
There is first a difference according as the income effect is taken 
first and then the substitution effect, or conversely (cf. Mosak’s 
Figs. 1 and 2), and secondly, a difference according to the specific 
interpretation given to the substitution effect (cf. Mosak’s Figs. 2 
and 3). These difficulties arise solely because of the attempt to 
translate the fundamental equation into diagrammatic terms with 
finite changes in prices and income. 

While Hicks was developing his theory, Samuelson was making 
progress on another tack.® He is quite prepared, indeed anxious, 
to found the theory of value on finite changes by modifying and 
extending the Slutsky-Hicks fundamental equation. He also 
wishes to divorce the theory from any initial assumption of a scale 
of preferences or an (ordinal) utility function. Consequently, his 
diagrammatic representation includes no familiar indifference 
contours and his development is not easily appreciated by those 
accustomed to think in terms of indifference maps. 

^ Hicks, FoZue and Capital, 2iid edition. Mathematical Appendix, pp. 305-14. 

* Mosak, ** On the Interpretation of the Fundamental Equation of V^ue 
Theory,** in SUtdies in Mathematical Economics and Econometrics (ed. Lange, 
McIntyre and Yntema). 

* Samuelson, ** The Problem of Integrability in Utility Theory,** Economioa, 
November 1050, and the earlier references there quoted* 
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If the theory of value is not to fall again into a state of con¬ 
fusion, it is time we resolved these difficulties and differences^ 
The following development is an attempt at consolidation. It 
starts by recognising the facts that economists think in terms of 
finite changes in prices, income and other variables and that they 
prefer to have diagrammatic representations in two dimensions, 
bringing in later the complications of more than two dimensions. 
It leaves it open at first whether to assume, for purposes of 
exposition, the existence of an indifference map, and it brings out 
later the relevance of the map. 


II 

The basic construction in two dimensions is shown in Fig. 1. 
There are two commodities X and F, of which F can be taken as 



numeraire. The price of X in terms of F is denoted by p and 
income (again in terms of F) by M. For an individual consumer, 
the income effect is easily represented. Fix p and let M increase; 
then the demands for X and F will vary along some curve in the 
(X Y) plane. There is one such curve, called by Hicks the ** in¬ 
come-consumption curve,’* for e€W5h price p fixed, and Fig. 1 shows 
three curves corresponding to prices pi, p^, p^ (Pi < Pa < Ps)- 
The curves will generally proceed in the N.E. direction, X and F 

' They appear also in the theory of production, cf. Makower and Baumol, 
“The Analogy between Producer and Consumer Equilibrium Analysis,” 
JSconomiea, February 1950. 
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both increasing with M, as shown for the curves and in 
Fig. i. It is possible^ however, that some of the curves may take 
the form shown by p^ in Fig. 1, in which case X is an inferior 
commodity, and X will decrease while Y increases with at 
low income levels. In Samuelson’s terms, a higher point (corre¬ 
sponding to a higher income) on an income-consumption curve is 
revealed to be preferable to a lower point on the same curve. 
The consumer is “ better off with the higher income; he could, 
if he desired, continue to buy the combination of commodities 
bought at the lower income. There is nothing more which can 
be said about the income effect. The income-consumption 
curves are (ideally) observable phenomena, and simply express 
the demand reactions of the consumer to changing income, price 
fixed.' 

The diagrammatic interpretation of p and M is by means of a 
“ price line ” AB (Fig. 1). Given p and the consumer can 
acquire only those combinations of X and Y shown by points on 

M 

ABy where OB is M and OA is —. The (negative) slope of the 

line AB is p. If p is fixed (say p^ and M increases, then the 
line AB of slope p^ moves parallel to itself in the N.E. direction. 
Each point P, P', ... on the income-consumption curve 
lies on one of these parallel lines. What can be said about these 
points? Following Samuelson, we can say simply that P is 
revealed to be preferable to all other combinations on AB (which 
can be bought with the same income at the given price). If we 
assume an (ordinal) preference scale for the consumer, then we 
can insert a set of indifference curves, shown as broken curves in 
Fig. 1. The point P can then be interpreted as the point where 
the given line AB touches an indifference curve, i.6., the income- 
consumption curve is the locus of points where the price line, 
moving parallel to itself, touches indifference curves. This does 
not add anything, except perhaps for purposes of exposition. 

It should be noted that there is no difficulty in handling finite 
changes in income. As income increases from M (=OjB), the 
direction of change of demand is along the income-consumption 
curve from P. If income increases from M (= OB) to Af' (= &P'), 
then demand changes from that at P to that at P'. It is im¬ 
material whether we hop direct from P to P' or move “ con- 

^ What is required of consumer's demand is that the demand for each com¬ 
modity is a single-valued, continuous function of prices and income, which can be 
inverted to give prices and income each as a single-valued, continuous function of 
the demands. This ensures a set of non-intersecting income-*conBumption curves 
of the form illustrated. 
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tinuously ” along the cunre between these points. Further, thrae 
are no difficultly about extending into three (or more) dimensionB. 
There m:e now three commodities, and the parameters are two 
(relative) prices and income. The income-consumption cmrves 
become curves in three dimensions, while the price liny are 
replaced by price planes. Each of the points P, P^, ... on 
an income-consumption curve is revyled to be preferable to all 
other points on the appropriate priy plane. If we ysume an 
(ordinal) prefereny scale and integrability, then P, P^, . . . are 
points where a parallel yt of priy planes touch the indiffereny 
surfays. But, again, there is nothing much to be gained from the 
extra assumption at this stage. 



The difficulties arise at the next stage, in the attempt to 
define and interpret the substitution effect. Here relative priys 
change and ryl inyme is held constant. But what is meant by 
constant real inyme 1 The two-dimensional ynstruotion is 
shown in Fig. 2. In the imtial position the priy of X (in terms of 
F) is Pi and the ynsumer’s income is M = OB ; the demands of 
the ynsumer are represented by the point P, on the inyme- 
ynsumption curve pi and on the priy line AB with (negative) 
slope pi- The priy now changes to pj. The consumer shifts to 
some position on the income-ynsumption curve p^; which 
position depends entirely on his income in the new situation. 
The whole problem of defining the substitution effect is to fix a 
move which maintains the consumer’s real inyme. If the priy 
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change is an increase in price (as illustrated in Fig. 2), then income 
in terms of numeraire Y must increase to maintain real income. 
The new price line with (negative) slope p* must cut the vertical 
axis above B, as do CD, C^Di and C^D^ in Fig. 2. How much 
must income increase from JIf = OB ? In Slutsky’s terminology, 
what compensating income change from OB is needed to offset the 
price change ? 

We are not starting with any assumption of a preference scale, 
and we cannot answer this question right away. We can, how¬ 
ever, place limits on the compensating income change. One 
move is from P to on the price line CiDi with (negative) slope 
p, which passes through P. The consumer’s income is then 
increased from OB to OD^. With tliis income and with the new 
price P 2 , the consumer could continue to buy the quantities repre¬ 
sented by the point P ; in fact, he prefers to buy the quantities 
represented by the point Q■^^. In Samuelson’s terms, Qi is revealed 
to be preferable to P and the consumer is “ better off ” as a result 
of the shift. The increase in income from OB to ODj over¬ 
estimates the compensating income change. 

Another move is from P to Q 2 original price line AB. 

The new price line through is and the consumer’s income 
is increased from OB to OD^. With this income and the new 
price P 2 , the consumer would buy the quantities represented by 
<? 2 . He could have bought these same quantities with the 
original income at the original price; in fact, he then preferred to 
buy the quantities represented by P. Following Samuelson, we 
say that P is revealed to be preferable to Qg and the consumer was 
“ better off ” before the shift. The increase in income from OB 
to ODg imder-estimates the compensating income change. 

We have now : is revealed preferable to P, and P is revealed 

preferable to Qg. What we wish to say is that is revealed 
preferable to Qg, and that under no circumstances can Q, be 
revealed preferable to Qj. This is in fact the basic assumption of 
value theory to which Houthakker and Samuelson are led.^ 
If this basic assumption is made, then we can be certain that Qi 
is higher than Qg on the income-consumption curve, that income 
ODg is greater than income ODg, and that we have genuine limits 
to the compensating income change. 

In addition, as Houthakker and Samuelson show, the basic 
assumption implies integrability, i.e., the existence of an (ordinal) 

* Houthakker, “ Bevealed Preference and the Utility Function,” Eemomiea, 
May 1960; Samuelson, “ Tlie Problem of Integrability in Utility Theory,” 
Eoonomica, November 1060. 
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preference scale which con be represented by a system of in¬ 
difference curves (in the two-dimensional case here illustrated) 
or indifference surfaces (in more than two dimensions). Hence, 
we can now assume an indifference map however many dimensions 
(commodities) we take. In Fig. 2 the indifference curve through 
P cuts the income-consumption curve the price line CD 

is tangential to the indifference curve at Q» The move from P to 
Q corresponds to constant real income in the sense that the 
consumer is equally well off at P and at Q, The compensating 
income change is thus from OB to OD ; the substitution effect on 
demand is shown by the shift from P to Q. 

It is one thing to assert the existence of the indifference curve 
and the point Q \ it is another to say that we can use them in 
practice to measure and apply the substitution effect. Following 
Samuelson, we can go so far as to say that, by judiciously varying 
price and income, we can get from observable data an approxima¬ 
tion to the indifference curve, either just superior to it, or just 
inferior to it. That is, we are approximating to Q by moans of 
points like and ^ we can choose our own steps in varying 
price and income, we can make them small and numerous enough 
always to keep Qi and close to Q. Whatever we do, however, 
we must rely on limits to Q. If we only have the two prices pi 
and p 2 » I'll® particular limits and are all we have for Q. 

Making the Houthakker-Samuelson assumption, we reach the 
following conclusion on the substitution effect.^ The price 
increases from pi to pg consumer shifts from the initial 

position P to some position on the p, income-consumption curve. 
The particular shift which leaves real income unchanged is from 
P to Q along an indifference curve, the price increase being com¬ 
pensated by an increase in income from OB to OD, The substitu¬ 
tion effect on demand is shown by the changing co-ordinates of 
P and Q, In practice, given only the two price situations, Q 
cannot be identified except as lying between limits Qi and 
the compensating income increase is only fixed as lying between 
BD^ and BD^- 

Since the Houthakker-Samuelson assumption implies integra- 
bility, the conclusion extends at once to three (or more) commo¬ 
dities. From an initial point P in commodity space, the 
consumer shifts to some point on a new income-consumption 

^ Historically, each of the three shifts from""P to Q, and has been 
described as a compensated price change. ]&ioks in the text of Vcilue and Capital 
uses P to Q; Slutsky had in mind the shift from P to Qj, and Samuelson's first 
exposition took P to Qs. 
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curve as the relative prices change. The indifference surface and 
the two price planes through P cut this curve in three points (Q, 
Qi and Q 2 )* ^he substitution effect again corresponds to a shift 
from P to a point on a curve between two identifiable points Qi 
and ^ 2 * The only difference is that the curve is in three (or more) 
dimensions instead of two. 

The fact must be recognised that a compensated price change 
(i.e., the substitution effect) can be identified only within limits. 
But it turns out to be a fact of little significance as regards 
observable properties of consumer’s demand. There is only one 
general and observable feature of the substitution effect on 
demand, and it is independent of whether the substitution effect 
is taken as a sliift from P to Qi, from P to Q 2 or from P to any 
position between Qi and ^ 2 * remains to see what this 
property is. 

In the case of a single commodity X and numeraire F, illustrated 
by Fig. 2, the general property is that all positions from Qi to Q 2 
lie to the N.W. of P when there is an increase in the price of X 
relative to F. The demand for X falls when the price of the 
commodity rises and when there is a compensating increase in 
income of amount anywhere between the two limits. Conversely, 
the demand for X rises when there is a compensated fall in the 
price of X, This property can be written : 

ApAx < 0 

where Ax is the change in demand for X consequent upon a com¬ 
pensated price change Ap, As is shown algebraically below, the 
property can be generalised to the case of any number (n) of 
commodities and appears : 

UtAprAXr < 0 

where Axr is the change in demand following a compensated price 
change Apr (r ~ 1, 2, . , . w). The compensating income 

change can be that corresponding to Qi, to Q 2 or to any position 
between these two. 

This property expresses all we can know in general about the 
substitution effect on demand. Very broadly, it implies that 
on balance demands will fall when prices rise with a compensating 
rise in income. More strictly, if at least one price rises and 
no prices fall, then the demand for at least one commodity (among 
those which have risen in price) must fall. The price rise must 
be compensated by an income rise, but this compensation can be 
anywhere between the two identifiable limits. As a particular 
case, if the price of only one commodity changes (with a com- 
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pensating inoome change), then the demand for the commodity 
changes in the opposite sense to the price. 

Two final points can be made. First, the shifts, from P to 
and Qi differ for any finite price change. But, if we are consider¬ 
ing only the direction of change for the point P, then the com¬ 
pensated price change is unique ; Q, Qi and all coincide in the 
limit as Q approaches P. So the fundamental equation in 
derivative form, as given by Slutsky-Hicks, is unambiguous as an 
indication of direction of change. It is only when a finite jump is 
made from P that we have to be clear as to how the jump is made. 
Second, the problem of the compensating income change is exactly 
that encountered in index-number theory. By definition, the 
price index is the ratio of the “ compensating ” income to the. 
initial income, and the “ compensating ” income is that which 
leaves the consumer equally well off in the new price situation. 
In terms of index numbers, our conclusion is that a price index 
can be defined; however, given only two price situations, it 
cannot be measured but only approximated by one limit or 
another. This is familiar ground. The jump from P to Qi 
corresponds to the Laspeyrcs form of thd index—the consumer 
getting better off by an income compensation which would permit 
him to continue to buy the initial quantities. The jump from P 
to Qf corresponds to the Paasche form of the index—the consumer 
getting worse off since the income compensation confines him to 
quantities which he could have bought initially. 


Ill 

The general analytical development for n commodities Xj, 
Xg . . . Xn is as follows. In the initial situation the prices are 
p,(r = 1, 2, . . . n) and the consumer’s income is M. The 
consumer’s demands are Xr{r = 1, 2, . . . w). 

So M = Spr®, .(1) 

where S extends over r = 1 to r = n. 

In a second situation, let the prices be {pr + APr), the demands 
(av -f AaJr) and the consumer’s income 

M -4- Aif = S(p, + Apr)(Xr -f AXr) .... (2) 

So, from (1), 

AM =s ’LprAxr + SAp,av + SAprAav . . (3) 

Assume, filrst, Samuelson’s “ weak axiom ” {Economica, 
November 1950) implying consistency of prefefmioe as between 
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two •situations only. Then there Srie two approximations to 
compensated price changes: 


Case A. This is the Laspeyres Case, corresponding to of 
Fig. 2. The income of the second situation is such that the 
initial quantities can still be bought at the second prices : 


t.e., firom (2) 


M + AM = 2(j>r + Apr)Xr 

S(pr + Apr)AXT =0 .... (Al) 


The second situation is preferred to the initial, i.e., the second 
quantities cost more than the initial quantities at the initial 
prices : 

^Pr(Xr + Aa;,) > 'LprXr 

i.e., 'LprAx.f > 0.(A2) 


So from (Al) and (A2) 
and from (Al) and (3) 


XAprAx, < 0 . 

AM = l.Ap,Xr 


(A3) 

(A4) 


Cane B. This is the Paasche Case, corresponding to of 
Fig. 2. The income of the second situation is such that the 
quantities demanded at this income can be bought at the initial 
prices and income 

M — JLpriXr + AXr) 

i.e., from (1) 

'LprAXr =0 .(Bl) 

The initial situation is preferred to the second, i.e., the initial 
quantities cost more than the second quantities at the second 
prices : 

S(p, + Ap,)Xr > S(pr + Apr){Xr + Ax,) 
t.e., S(p, + Apr)Axr < 0 . ... (B2) 

So from (Bl) and (B2) 

"LAprAXr <0 ... . (B3) 

and from (Bl) and (3) 

M = SApr(Xr + Aav) . . • (B4) 


Now, assume Samuelson’s “ strong axiom ” {Economica, 
November 1950) implying consistency of preference for a series of 
situations and hence integrability. TMs permits us to take 
Gases A and B together, (A4) giving an upper limit and (B4) a lower 
limit to the compensating income change. Further, the true 
compensated price change can be defined : 
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Case C. This corresponds to ^ of Fig.. 2. 

The income of the second situation is such that the quantities 
demanded are on the same indifference level u{x-^, x^, ... Xr) = 
constant as the initial quantities. The initial situation is pre¬ 
ferred at the initial prices, and so the second quantities cost 
more than the first quantities at these prices : 

Spr(a:r + Aav) > Savpr 

t.e., SpAr, >0.(Cl) 

Similarly the second situation is preferred at the second prices : 

S(p, + Apf)(Xr + AXr) < S(pr + Ap,)*, 

t.e., S(p, -f Apr)^r <0.(C2) 

So from (Cl) and (C2) 

"ZAprAXr <0.(C3) 

and from (Cl), (C2) and (3) 

Y,APt{x, -f AXt)t < AJf < ItAp^r . (C4) 

Collecting the results (Al) to (C4) together, we find three cases 
where the change in prices is compensated by a change AM in 
income in such a way as to give the fundamental inequality : 

SAprAr, < 0. 

The three compensating changes are : 



Case A j 

(Laspeyres). 

Case B 
« (Paasohe). 

Case C 

(Indifference). 

'LprAXf , 

> 0 

= 0 

>0 

^{Pr + ^Pr)^r 

== 0 

<0 

<0 

AM , . . j 


SAprl^r + Aa:^) 

Between JlApr{Xr -f 
and ^ApfXr 


In the above table, Axr refers to a particular shift and differs 
from one column to another. The shift is from P to for Case A, 
to ©2 for Case B and to Q for Case C. The Aav(r = 1, 2, . . . n) 
are observable in Cases A and B; the Ap,(r = 1, 2, . . . n) 
are given by the postulated price change. 

The price-index-number problem can be expressed as follows. 
The compensating income change AM is limited by the values of 
Cases A and B : 

'LAp,{xT 4- Axr) < AM < 'LApfXr 

where Aav corresponds to the shift from P to for which 
"LprAxr ^ 0. 

^(Pr + Ap,)(a;, + Aav) ^M ^ AM ^ S(p, -f Ap,)av 
llpriXr + Aav) ^ M ^ %p,Xr 

M =» 'SptXr — Spt(x, + Aav). 


Binoe 
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Changing the notation so that Xg refer to the first situation (P) 
and Px, Xi to the second (Q,), we have the limits for the price index 

/oi: 

^ ^ SpoXg* 

Here corresponds to the particular demands at the prices for 
which 

= Spoa^o- 

The actual demands of the consumer in the second situation have 
no relevance; they correspond to some change in real income in 
addition to the substitution effect. This is precisely the position 
taken by Staehle.^ 

The Slutsky-Hicks theory, in the form developed in the 
Appendix to Value and Capital, appears as the limiting case of the 
above development, finite changes in prices and income being 
replaced by differential changes (i.c., directions of change). Any 
price change dpr{r = 1,2, . . . n) is compensated by the income 
change 

dM = llXfdpr 

r 


and we have (Cases A, B and C all coinciding): 

'Lp/iXf = 0 1 


Also 


Idpidxr < 0 1 

r ^ 

dXr dp, + ^dM 

fSp, ^ dM 


=■?( 

= 'LXr/ipt 

t 

dXr . 


r dXr , dXr 


)dp, 


(4) 


where x„ = ^ is Hicks’ substitution term. 

dp, dM 

All the properties of x„ are derivable from the conditions (4), i.e., 
from 

h'LpfXfjdpt = 0 


h'Lxridptdp, < 0 

f t 

for any price changes whatever. 

London School of Economics. 


R. G. D. Allen 


* Staehle, ‘ ‘ A Development of the Economic Theory of Price Index Numbers,” 
Review of Economic Studies, Jime 1935. 




THE PREMIUM ON U.S. DOLLAR SECURITIES 


C 0 MPABATIVI 11 .Y few people are aware of the existence before 
their eyes of a phenomenon which is unusual in these days of 
govenunent control—a pure equilibrium price, in the disembodied 
form of the premium on U.S. dollar stocks on the London Stock 
Exchange. 

This dollar premium, as it is usually if elliptically called, has 
not attracted all the attention it deserves, partly because it has 
existed in its present context only since October 1947, and partly 
because the surrounding technicalities have concealed its inter¬ 
esting theoretical implications. This survey therefore sets out to 
explain the characteristics and working of the dollar premium, 
its history, the reasons for its existence, why it is uniform and the 
way its size is determined. 

The Natubb of the Dollab Pbemium 

Each day there appears in the Stock Exchange Daily Official 
List a single quotation, thus ; “ U.S. dollar securities : premium 
on United States quotations, 16%.” This premium is the per¬ 
centage addition to an American price of a security converted into 
sterling at the official rate of exchange. It applies equally to all 
American stocks other than those' particular holdings placed at the 
Treasury’s disposal in 1941 and pledged against the R.F.C. loan. 
If a share is quoted in New York at $100 when the premium here is 
17% and the official rate of exchange is $2-80, the sterling value of 
that share in £s in London, and the price (subject only to dealing 
expenses) at which it changes hands, is £[(100 -f 17)% x $100 — 
$2*80], or £41-8. In practice, the latter price would be written 
as $209 London, owing to the stock*exchange convention of ex¬ 
pressing prices of American securities in London dollars having a 
fixed value of $6 London = £1. 

The dollar premium can also be described as the percentage 
addition to the sterling cost at the official exchange rate of a U.S. 
dollar, and a special rate can therefore be worked out which con¬ 
solidates the premium and the official rate. The resulting figure is 
the British market rate for securities dollars, which are U.S. dollar 
values held in the form of American securities in U.K. ownership. 
Given the premium and the official yate, the calculation is : 

_ official rate of exchange in $ per £ _rate of securities 
(100 4- premium) “ dollars per £ 
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London Premium on U.8. Dollar Securities 


Weekly, October 1947-September 1950 ♦ 

(Official exchange rate : $4.03 ~ £1 to September 18, 1949, $2.80 thereafter) 


Date. 

Premium, 

%• 

Securities 
$, per £. 

Date. 

Premium, 

/o- 

Securities 
$, per £. 

1947 Oct. 1 

10 

3-66 

1948 Sept. 16 

29 

3-12 

2 

16 + 

3-60- 

22 

29 

312 

3 

16-17 

3*44-3-48 

29 

29 

3-12 

6 

18i-20t 

3-36-3-40 

Oct. 6 

30 

3-10 

7 

up to 18 

3-42 + 

13 

29 

3-12 

8 

15-17 

3-44-3-60 

20 

30 

3-10 

9 

12-14 

3-54-3-60 

27 

29 

3-12 

10 

12-14 

3-64-3-60 

Nov. 3 

28 

3-14 




10 

31 

3-08 

15 

12-13 

3-55-3-60 

17 

31 

3-08 

22 

11-12 

3-60-3-63 

24 

30 

3-10 

29 

10-14 

3-64-3-66 

Doc. 1 

32 

306 

Nov. 6 

15-17 

3-44r-3-60 

8 

31 

3-08 

12 

16-16 

3-48-3-60 

15 

31 

3-08 

19 


3-48-3-52 

22 

32 

3-05 

26 

16-17 

3-44-3-48 

29 

33 

3-03 

Doc. 3 

17-18 

3-42-3-44 




10 

16 

3 48 




17 

16 

3-48 

1949 Jan. 6 

32 

306 

24 

19 

3-38 

12 

32 

3-06 

31 

m 

3-43 

19 

32 

3-05 




25 

31 

3-08 

1948 Jan. 7 

184 

3-40 

Feb. 2 

30 

3-10 

14 

22 

3-30 

9 

29 

3-12 

21 

25 

3-22 

16 

25 

3-22 

28 

23i 

3-26 

23 

27 

317 

Feb. 4 

up to 29 

312- 

Mar. 2 

27 

3-17 

11 

22i 

3-29 

9 

26 

3-20 

18 

21i 

3-32 

16 

25 

3-22 

26 

23 

3-28 

23 

24 

3-25 

Mar. 3 

25 

3-22 

30 

24 

3-26 

10 

25 

3-22 

Apr. 6 

25 

3-22 

17 

26i 

3-19 

13 

29 

312 

24 

294 

3-11 

20 

29 

312 

31 

26{ 

3-19 

27 

32 

306 




May 4 

32 

306 

Apr. 7 

28} 

3 13 

11 

33 

303 

14 

26} 

3-18 

18 

34 

301 

21 

27} 

3-16 

25 

33 

3-03 

28 

29 

3-12 

June 1 

33 

303 

May 5 

34 

3-01 

8 

34 

301 

12 

33} 

3-02 

16 

34 

301 

19 

35 

2-99 

22 

33 

303 

26 

34} 

2-99 

29 

33 

303 

June 2 

34} 

2-99 

July 6 

34 

301 

9 

34 

34)1 

13 

36 

2-99 

16 

29} 

3-11 

20 

35 

2-99 

23 

29 

3-12 

27 

36 

2-96 

30 

26} 

3-19 

Aug. 3 

35 

2-99 

July 7 

26} 

3-19 

10 

35 

2-90 

14 

26 

3-20 

17 

36 

2-96 

21 

23 

3-28 

24 

36 

2-96 

28 

25} 

3-21 

31 

1 36 

2-96 

Aug. 4 

24 } 

! 3-24 

Sept. 7 

36 

2-96 

11 

25 

3-22 




18 

27 

317 




25 

27} 

3-16 

14 

36 

2-96 

Sept. 1 

32 

3-05 

15 

36 

2-96 

8 

27} 

3*16 

16 

36 

2-96 
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London Premium m U.S. Dollar Securities —continued 


Date. 

Premium, 

%• 

Securities 
%, per £. 

Date. 

Premium, 

%• 

SecuritieB 
$, per £. 

1949 Sept. 19 

8t 

2-69 

1960 Mar. 16 

16 

2*44 

20 

4 

2*69 

22 

16 

2*44 

21 

6 

2*60 

29 

16 

2*44 




Apr. 4 

16 

2*41 

28 

11 

2-62 

12 

16 

2*44 

Oct. 6 

12 

2-60 

19 


2*41 

12 

14 

2-46 

26 

16 

2*41 

19 

13 

2-48 

May 3 

16 

2*41 

26 

12 

2*60 

10 

17 

2*39 

Nov. 2 

16 

2-41 

16 

18 

2*37 

9 

21 

2-31 

24 


2*41 

16 

17 

2*39 

31 

15 

2*44 

28 

18 

2-37 

tJime 7 

13 

2*48 

30 

18 

2-37 

14 

11 

2*62 

Dec. 7 

16 

2-41 

21 

12 

2*60 . 

14 

‘ 16 

241 

28 

11 

2*62 

21 

14 

2-46 

July 6 

11 

2*62 

28 

14 


12 

12 

2*60 

1960 Jan. 4 

14 

2*46 

19 

12 

1 2*60 

14 

13 

2-48 

26 

12 

2*60 

18 

14 

2-46 

Aug. 2 

13 

2*48 

26 

16 

2*44 

9 

13 

2*48 

Feb. 1 

13 

2-48 

16 

14 

2*46 

8 

13 

2-48 

23 

13 

2*48 

16 

13 

2*48 


11 

2*62 

22 

13 

2*48 

Sept, 6 

11 

2*62 

Mar. 1 

14 

2-46 

13 

12 


8 

16 

2*44 





♦ Daily, October 1-10, 1947, and September 14-21, 1949. Devaluation of 
sterling was announced Simday, September 18, 1949. 
t Unofficial, from Financial Times, t 


Sources : 

October 1-10, 1947 : Financial Times market reports. 

October 16, 1947, to March 31, 1948: Direct estimates from comparisons of 
London prices and English equivalents of Now York prices of four leading 
equities. The results are approximate only, and do not cover the full range 
of the premiums. 

April 7-September 8, 1948 ; Investors Chronicle, 

September 16, 1948 and after: Stock Exchange Daily Official List, as quoted in 
the Financial Times, 

For instance, with a premium of 17%, the securities dollar rate 
becomes $2*39, and the effect is that the sterling price of a U.S. 
share in London is the same as if the original American price were 
converted at the securities dollar rate instead of the official rate. 
Since the dollar premium and the securities dollar are different 
expressions of exactly the same concept, the terms are used 
indifferently in the following analysis. 

Histoby OB THE Sboitbitibs Dollab 
0 

Between the beginning of the war and October 1947, a few 
specific overseas non-sterling securities remaining unrequisitioned 
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could be bought and sold between BritiBh residents at a negotiated 
sterling price which differed from the foreign price converted at 
the official rate. But the premium or discount was not uniform 
for all stocks denominated in any one currency, as it depended on 
the relationship between the supply of and the demand for specific 
holdings already in British ownership. 

In October 1947, a considerable measure of freedom in dealing 
was restored. The position since then has been that, under licence, 
foreign (i.e., non-sterling) securities may be exchanged without 
restriction between U.K. residents. Foreign securities can also be 
sold overseas if the proceeds are at once surrendered to the 
Treasury at the official rate (provided, of course, that the proceeds 
can in fact be repatriated here, like U.S. dollars), or re-invested ^ 
promptly and fully in other stocks in the country of the currency in 
which the original security was expressed. Thus British investors 
can neither retain a balance of foreign currency, nor acquire any 
for net purchases abroad other than through the re-investment of 
sales proceeds. 

It was some little time before the full possibilities of these 
changes were grasped and the technicalities worked out. Only at 
the beginning of 1948 did a uniform premium become the rule, and 
not until September 1948, when the Inland Revenue first required 
inclusion of the U.S. dollar premium in valuations for probate, did 
the dollar premium become officially quoted in the Stock Exchange 
Daily Official List in its present form. The way in which the dollar 
premium has fluctuated in the course of its existence is shown in 
the accompanying table, which gives also the rate for the securities 
dollar corresponding to each premium. 

Why the Dollar Pbbmitjm Exists 

Those who erroneously believe a securities dollar or pound to 
be equivalent to a monetary dollar or pound were apt before 
September 1949 to regard the dollar premium as the extent to 
which the official rate of exchange overvalued sterling. Yet the 
eventual 30*6% devaluation of the pound was in greater propor¬ 
tion than had been expected, and the dollar premium should under 
this argument have disappeared. But there has always been a 

^ Re-investment facilities overseas do not apply to Canadian shares or to 
those U.S. shares in the R.F.C. deposit, though such securities can be bought 
and sold between British residents. Canadian stocks can be sold in Canada, 
and the proceeds sold to the Treasury. Holdings in the original R.F.C. deposit 
can be sold direct to the Treasury. Newly acquired holdings of R.F.C. stocks 
enjoy the usual switching facilities. 
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premium of some sort, although for a few days it fell to a very low 
level. 

The reason is that the dollar premium consists broadly of two 
groups of factors : exchange factors which are fundamental to 
all transactions in American shares, and the technical factors 
which reflect the investment merits of American shares in the aggre¬ 
gate or individually. Although these different influences seem to 
have worked in the same direction most of the time, it does not 
necessarily follow that they must always pull the same way, for a 
dollar premium is the resultant of different stresses, some of which 
may give rise to a premium and some to a discount when working 
in isolation. (A net discount can arise in theory, but not in 
practice, so long as dollar sales proceeds can be repatriated here 
and sold to the Treasury at the official rate.) 

Exchange factors : (i) Official exchange rate. British investors 
are collectively interested in the official rate of exchange prin¬ 
cipally because that is the rate at which income is convertible. 
While income is not the only consideration in the short run, the 
capital values which affect even the speculator rest in the last 
analysis largely upon the expectation of future income by the 
person who buys from the speculator at one or more removes. 

Now the income from a foreign security can, at any rate on the 
short view, be regarded as fixed, and the price of the stock in the 
principal market in which that stock is traded is the norm to which 
prices in subsidiary markets wohld tend, given free exchange rates 
and international security dealings. Under exchange control, a 
premium or discount here on the shares of any overseas country 
means that there is a disparity between the exchange rate at which 
the capital is bought and that at which the income is converted, 
and hence a difference in yield arises as compared with the local 
market. 

If a foreign currency is thought to be generally under- or over¬ 
valued in terms of sterling because of economic and political 
factors, a sterling premium or discount on such securities is partly 
in anticipation of a change in the official exchange rate. 8uch an 
alteration would then reduce, cancel or even over-correct the 
disparity between the ratio of income to capital in the British and 
the foreign markets. Suppose in the summer of 1949 an American 
share had yielded $5 a year on a capital cost of $100, and the dollar 
premium here had corresponded exactly to the eventual exchange 
rate of $2*80—^it did not in fact ever rise so high—the share in 
London would have cost £($100 x 144% -r $4*03), and would 
have yielded an income of £( $5- 4 -$ 4 * 03 ). After devaluation, 
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that jinoome would have risen to £($5 $2*80), and the yield on 

the original cost would then have become 5% in the U.K. and the 
U.S.A. alike. 

(ii) Convertibility-preference .—Expectation of a change in the 
ofiBicial rate is not, though, the only reason for tolerating a yield 
differential on the same security. A premium can exist if any 
preference is shown at all—no matter how irrational the grounds 
—^for dollar securities as compared with sterling, so long as ex¬ 
change control precludes arbitrage in currencies and the equalisa¬ 
tion of prices in all markets. If dollars are in fact preferred to 
sterling and cannot for any particular purpose be bought from the 
authorities at the official rate, they will in any free market open 
to them command a premium at any level whatever of that rate. 
Thus the securities dollar or, say, the current securities sterling 
rate in New York, is neither a true general equilibrium rate which 
the official rate should aim at nor an anomaly to be suppressed, 
because the stock markets’ view of the unsuitability or otherwise 
of the official rate of exchange for the conversion of current income 
is only one element in the situation. 

The behaviour of free markets under the war and post-war 
exchange control systems is making it clearer that the value of 
money is not only the quantity of goods that it will buy, but also 
the extent of the variety of things upon which it is effectively 
spendable. In short, convertibility is no less important than 
money’s worth, and it is common knowledge that, on the demand 
side, dollars as compared with sterling enjoy what can for con¬ 
venience be called convertibility-preference. 

The securities dollar is merely a dollar’s worth of American 
securities, and being subject to various limitations, it is less useful 
than a monetary dollar and does not possess the maximum value 
arising from convertibility-preference. It is, however, the next 
best thing that British residents can hold for any length of time, 
since mpnetary dollars which come into the hands of a British 
resident must be surrendered as soon as received at the official 
rate. 

The essential value of the securities dollar, so far as it arises 
from convertibility-preference, lies in the right to choose time: 
to retain dollar securities in one form or another in perpetuity 
or to choose the moment to sell to the U.K. control, or to deal in 
the British market in such a way as to take advantage of fluctu¬ 
ations in prices. It is, of course, not practicable to distinguish 
the value of this option from the other exchange element. But 
the dollar premium probably no longer contains anticipation of a 
No. 240,— ^VOIi. LX. Y Y 
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change in the official rate, and is compounded of the time-option 
and of the resultant of those technical investment factors men¬ 
tioned below which make it possible to make rough generalisations 
about the relative desirability of dollar and of British securities. 

Technical factors : (i) Yields. —^While it is notoriously difficult 
to produce valid international comparisons of yields, because so 
much depends on which shares are chosen, and on whether the two 
groups of securities selected are in fact comparable, it is usually 
accepted that Wall Street yields on equities have on the average 
been higher than British yields on shares of similar standing over 
most of the period during which the dollar premium has existed. 
Thus towards the end of July 1960 the Actuaries Investment 
Index showed average yields of 6*57% on 120 British industrial 
ordinary shares and the Financial Times 5-02% on thirty equities, 
while Standard and Poors reported average yields of 6*74% on 
American common stocks. American companies, moreover, have 
not been subject to dividend limitation. 

(ii) Market and cyclical factors .— ^These are highly complex, 
and as far as the dollar premium is concerned, can be said to sum 
up the general British view of the course likely to be taken by Wall 
Street as contrasted with the London market. In recent years 
the two markets have by no means moved together, and during 
much, but perhaps not all of the time since switching facilities were 
granted the American economy has been regarded as the more 
favourable of the two for investors. If, for instance, it were feared 
that local American prices had become too high to last, consistent 
pressure to sell in London would depress the premium, while ex¬ 
pectation of steady inflation in the U.S.A. would be one of the 
causes likely to raise the British demand for American stocks. 

(iii) Tax relief .— ^There is an important if anomalous factor 
which affects those British taxpayers who hold American common 
shares. With American bonds and preferred shares, the British 
taxpayer is in the same position as if he held British securities. 
With equities, however, he can obtain tax credits which allow 
for a proportion of Federal taxes paid by the company before 
striking the balance available for dividend. It is as if he could 
offset a company’s rate of profits tax against his personal tax 
liability on his share of gross divided profits before taxation. 


UNITOBMlTy .OF THE DOLLAR PBElflXm 

A British holder does not assess the relative merits of different 
American securities in quite the same way as Wall Street. Differ- 
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eno^ in yield on comparable British and U.8. securities can affect 
only specific shares. Likewise, the tax benefits concern only 
common shares, and to a different extent in different companies. 

In spite of these differences, the dollar premium is in fact 
uniform because U.S. securities are freely interchangeable, and one 
securities dollar is regarded as useful as another in the same way 
that to a retailer of goods here one pound note is as good as any 
other pound note. 

The continuous process of exchanging the less for the more 
advantageous dollar stocks must in principle affect the cash 
sterling share prices, which are a combination of the American 
prices and the prevailing dollar premium. Now demand here for 
a particular American share is not necessarily, nor even usually, 
satisfied by a purchase from some other British holder of that same 
share. Sellers can be either the original British investors, or 
dealers resident in this country who make exchanges in American 
markets. Say British holders of American stocks A, B and V 
wish to sell them, while other British residents want to bu 3 ’’ 
American stocks D, E and F of equivalent aggregate value. The 
London market wiU buy A, B and C from the seUers for sterling 
calculated at the securities dollar rate and sell them for dollars in 
the U.S. market at the local dollar price, and with the proceeds 
buy D, E and F also at the local dollar price. Finally, D, E and 
F will be sold by the London market to the British buyers for 
sterling converted at the securities dollar rate, thus closing the 
circuit. 

Hence demand for specific American shares which are not 
already in British hands will be reflected in an increased demand 
for those shares in the U.S.A., and in theory in a higher Wall Street 
price. Likewise U.S. shares held in this country which do not 
find a buyer here can be sold in the U.S.A., and other things being 
equal would depress the local price. The volume of dealing on 
British, account would in practice seldom be enough to affect the 
American price noticeably. The point is that it is the U.S. price 
and not the dollar premium which is affected by shifts of demand, 
no matter where they originate, between individual securities. On 
the other hand, a consistent pressure here to sell or buy American 
shares generally of course depresses or raises the dollar premium, 
but does not give rise to differential percentages. 

The reason for this is that so long as British holders of American 
securities are firee to switch them in U.K. or American markets at 
choice, arbitrage among the London holdings will prevent the 
emergence of cMerential premiums. If the London premium on 
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share A were temporarily to become higher than on share B, a 
dealer would buy share B for sterling, sell it in New York and re¬ 
invest the dollar proceeds in share A, which would then be sold 
in London for sterling at a profit. The purchase of B and the sale 
of A in London would then tend to bring their sterling values into 
the same ratio as the American prices, and hence to equate the 
two premiums. 

It is perhaps truer to say that arbitrage keeps differential 
premiums within such narrow limits that they are virtually at one 
level. The expenses of having to deal in the U.S.A. as well as in 
the London markets are quite measurable, and these arbitrage 
expenses permit the emergence of small differences such as arose 
in currency transactions due to the operation of the gold points, 
before 1914. A small differential premium would not be quoted 
as such, but would be absorbed in the London sterling quotation, 
and would be seen to exist only on close comparison between the 
New York and London cash prices at any one moment. 

Put in general terms, a sterling premium or discount on 
securities denominated in the currency of an overseas market will 
be uniform so long as the values of the securities relative to one 
another are determined in that overseas market, and British 
residents are free to effect exchanges there. The latter condition 
is not fulfilled in the case of Canadian securities and R.F.C. 
holdings, hence differential premiums arise for these shares. And 
in theory if shares of an American company were concentrated 
in British hands in such a way that London became the principal 
market for those particular shares, the sterling price would 
probably disclose a premium which differed from that on American 
securities as a whole. 


The Size op the Dollab Pbemium 

The final question—^what determines the size of the premium?— 
is at once the simplest to answer and the most important. The 
market in which the values of American shares are established 
relative to one another is in New York and other U.S. centres, but 
the market in which the demand is manifested for American 
securities generally as compared with British securities generally 
is in this country. 

If American shares could be freely bought in the U.S.A. with 
monetary dollars supplied at the official rate, the exchange control 
would run out of dollar resources unless these could be replenished 
by the remaining transactions in the balance of paymmtts. If 



1950] THS Fft^lOTTM ON tr.S. DOLLAB SSCUBITIES 


595 


dollars could be purchased at a free exchange rate, there would be 
no dollar premium as such, as the demand for dollars to buy shares 
would become merely one element in the current exchange rate. 
And if switching facilities were to be withdrawn, leaving U.S. 
shares exchangeable only between British residents, the effective 
premium would differ as between different securities. Instead, 
the situation that actually exists is that the exchange control 
permits dealings in U.S. securities in such a way that there is a 
direct sequence of sales and purchases between the securities held 
before October 1947 and those held now, and the commodity 
dealt in on the market which establishes the dollar premium is in 
effect the securities dollar. 

The corpus of American securities in this country is not fed 
from outside sources, a few specific shares may have disappeared 
in the past because of sales without re-investment in the U.S.A., 
and the aggregate value is in constant fluctuation over a period 
not only because of U.S. price changes, but also because the under¬ 
lying securities themselves are constantly changing. In the 
short run, however, the value of American securities in British 
hands is rigidly fixed, and on any one day the dollar premium 
expresses an equilibrium price, at which the quantity of all U.S. 
securities sold by some and bought by other British holders is 
exactly equal. The quantity in this connection is the American 
market value of all the American securities dealt in on British 
account either here or in the U.S.A. and is not, as with local share 
transactions, a quantity of shares. And this equilibrium price 
is that at which the marginal British holder of American securities 
is prepared to give up the right to his securities dollars and hold 
sterling instead, and thus evaluates the advantage of owning 
American securities generally in contrast with sterling. 


Conclusion 

To sum up this analysis, where exchange control prevents free 
interchange between international stock markets, a premium or 
discount on foreign securities (as compared with foreign prices 
converted at the official rate of exchange) arises whenever those 
securities are regarded collectively and on balance as more or less 
desirable than domestic shares, no matter what causes that 
preference. Belief that the official exchange rate is inappropriate 
and will be corrected is not the only reason, and may not even be 
the chief one. Nor need the various factors underlying the net 
preference all work in the same direction. 
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In the case of dollar stocks, a premium arose partly in antici¬ 
pation of devaluation, and partly because American securities 
carry an option to choose the time (if any) at which to convert 
them into sterling, and thus share in some of the convertibility- 
preference that attaches to free dollars. In addition, there are 
a number of separate considerations of a technical or investment 
character which may on balance either increase or decrease the 
desire to hold American securities at any one moment. 

While the importance of these different factors caimot be 
separated, it would seem from movements in the dollar premium 
since the autumn of 1949, when it fell sharply after devaluation 
only to rise to about half its pre-devaluation level, that the 
anticipation factor (anticipation, that is, of a revised official rate) 
never accounted for much more than half the premium, and at 
present probably does not enter into the picture at all. The 
immediate post-devaluation premiums covered the convertibility 
plus the yield, taxation and general market factors. It is, 
of course, no better than guesswork, but it looks as if from say May 
1960 onwards short-term fluctuations have been caused by invest¬ 
ment rather than by convertibility considerations. The latter, 
if not actually diminishing in importance as the supply of dollars 
to the world at large improves, is unUkely to vary much from one 
day to another. 

Since the relative merits of different American shares are 
reflected in the U.S. market prices, and British holders are per¬ 
mitted to switch in U.K. or U.S. markets at will, the possibility of 
arbitrage precludes the emergence of differential premiums, even 
though securities equally attractive to American investors are not, 
for technical reasons, equally attractive to British investors. 

Any preference for one American share as compared with 
another appears in the sterling price only if it causes movements 
in the American price. On the other hand, the degree of prefer¬ 
ence for American stocks generally as compared with British 
stocks generally is reflected in movements in the dollar premium. 
That premium on any one day is the equilibrium price at which the 
total quantity of American securities bought and sold are equal, 
as measured by aggregate dollar values. 


London. 


M. S. Rix 



DIVERSIFICATION OF INDUSTRY 


The following note deals briefly with arguments for and against 
diversification of industry and with certain practical aspects of it. 

I 

An important argument against the pursuit of industrial 
diversification as a general policy is that it runs counter to the 
localisation in particular areas of industries of similar and com¬ 
plementary types. It therefore opposes the gains of industrial 
specialisation which, it is well known, are no less considerable than 
important. Especially, it militates against the low costs of 
production attainable by industrial specialisation. It does so 
either by causing the removal of part of the specialised industries 
elsewhere or by leaving them intact and introducing into the 
areas concerned industries of different sorts. In the former case, 
there is the serious risk that the part of the specialised industries 
removed will be driven to inferior locations. In the latter case, 
competing demands for the factors of production by the newly 
introduced industries may curtail their supply and drive up their 
costs to the specialised industries, w hi le valuable external 
economies—such as industrial and commercial linkages, transport 
facilities and other specific service facilities—may be impugned. 

Furthermore, to oppose specialisation in order to secure the 
advantages of diversification is wrongly conceived. For the 
history of industrial growth shows that, after a certain point, 
specialisation itself breeds diversity.* It does so by attracting 
industries subsidiary to the main industry, and later on these 
enter upon the making of products for other industries. It also 
does so by the need to employ the growing working population 
which the main industry iS not able to absorb. Lastly, it does so 
by creating demands for industrial and social services. 

For the reasons given above, and because thorough-going 
industrial diversification may lead to a less efficient allocation 
of productive resources by involving departure from the existing 
pattern of industrial distribution, a lowering of general productive 
efficiency and a raising of costs may not be avoidable. As con¬ 
tended hitherto by supporters of industrial diversification, the 

^ Cf. also Report of the Royal Ccmmittion on the DittrUnUion of the Industrial 
Population, Cmd. 6163, g. 74. 
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central purpose of it is to attack unemployment. If that attack 
were aimed at reducing unemployment by seeking to improve the 
existing distribution of productive resources, so lowering costs, 
it would merit approval. In fact, the attack is rather directed to 
sharing more equally—as between one area and another—^what¬ 
ever unemployment may be experienced. To move productive 
resources to serve this end might be to depart radically from the 
pattern of industrial distribution which is consistent with the most 
efficient use of such resources. That would raise costs. 

If, as suggested, the cuitailment of industrial specialisation 
and the alteration of the present distribution of industry increased 
costs, export might be harmed. Moreover, industrial diversifica¬ 
tion is ordinarily regarded as peculiarly appropriate for areas very, 
dependent upon capital-goods industries or export trades. That 
dependence, it is assumed, would be mitigated by introducing 
industries of contrasted type— e.jr., consumption-goods industries 
in the first case, and home-market goods industries in the second 
case. But since frequently capital goods enter substantially 
into export as well as the export trades themselves, the net eflFect 
of such diversification may be to reduce the proportion of the 
national productive resources devoted to export. For, while part 
of the industrial diversity postulated for these areas might be 
secured by transfer there of firms already existing elsewhere, 
probably the greater part would have to be obtained by attracting 
new enterprise to the areas. In so far as, under governmental 
control of industrial location, this caused manufacturers of con¬ 
sumption goods and home-market goods to obtain preference in 
access to factors of production, producers of capital goods and 
export products would be starved of those factors. Lastly, if, as 
may be assumed, the pursuit of industrial diversification reduced 
the geographical mobility of labour, again export might suffer. 
For export industries need more labour than they have now if 
they are to grow sufficiently to achieve, and to maintain, a favour¬ 
able balance of payments; and it is doubtful if that additional 
labour can be obtained without some geographical movement of 
labour. 

This restraint upon the territorial mobility of labour would 
handicap adaptation, not only by export industry, but also by 
industry in general, to economic change. Yet the need for such 
adaptation may conceivably be greater in the foreseeable future 
than in inter-war times. Thus, this country’s commitment to 
export of industrial goods will be larger than then, and fluctuation 
in export is of greater magnitude than in domestic production; 
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high» and stable employment programmes will call for spatial 
movement by work-people; and new and newer industries will 
need to be developed or expanded to countervail the contraction 
of old, staple industries—on which in future this country may have 
to place less reliance. 

It could be argued that industrial diversification is not an 
effective antidote to cyclical unemployment, or unemployment 
caused by a general depression. For cyclical fluctuation may 
drive down all industrial activity to low levels—and for not 
inconsiderable periods. Nor is that possibility lessened by this 
country’s great commitment to export and the probability that in 
future the range of production for export will be wider than 
during the last three decades. In the case of general depression, 
industrial diversification, ex hypothesis would be limited in its 
prophylactic capacity. 

To turn to another line of argument, experience shows that 
industrial diversification, per may not prove in practice to 
confer the theoretically feasible advantage of insulating local areas 
from severe unemjployment. Instances can be found of diversified 
places wliich, during the inter-war period, experienced both serious 
and long-lasting unemployment. These include Hull, Glasgow, 
Great Yarmouth, Grimsby, Leith, Bridgwater and Bideford, On 
the other hand, there are examples of places with specialised 
industry that then had much less severe unemployment—often, 
indeed, below the national average. These include Coventry, 
Rugby, Burton-on-Trent, Northampton, Derby, Kidderminster, 
Dursley, Kettering, High Wycombe, Stroud, Elland and Tiverton. 

On the score of practical efficacy again, the point has to be 
met that the places that are the more obvious candidates for 
industrial diversification are sometimes those in whose case it is 
less feasible to achieve it. Such candidates include places com¬ 
mitted to high industrial specialisation where the labour force is 
of substantial size. For these, a given dose of diversification is 
potentially less effective than where the labour force is not sub¬ 
stantial—e.gr. Sheffield on the one hand and Redditch on the 
other. Again, coal-mining areas, with their strong depen¬ 
dence upon coal, and numerically substantial labour forces, are 
such candidates. But they are notoriously deficient in sites 
suitable for alternative industry. Moreover, they often lack the 
complex of utility services and suitable, trained labour that 
alternative industry requires. Small towns—such as Yeovil, 
Dursley, Consett, Tiverton, Scunthorpe and High Wycombe—^that 
rely heavily upon one firm or industry for their primary income, 
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and on that ground are clearly eligible for diversification, may 
have to import labour for the new industries. Where such small 
towns are remote from population, or are situated in areas of high 
labour demand, that may not be easy. 

It has to be realised that where diversification of one place is 
achieved by removing industry from another, the latter does 
not remain unaffected. Frequently, less diversification will result 
in the place losing industry. In any event, the lowering of demand 
for labour there may necessitate a movement away of labour. 
Where diversification is brought about by introducing newly 
originating industry, again what one place gains is another’s loss. 
Whether the one exceeds the other will depend upon the particular 
circumstances of each case. 

In reality, less economic disturbance may result if diversity 
is secured by varying the products of firms already located in 
given places. Where this is practicable the need to shift economic 
resources of various kinds, and the repercussions following upon 
such shifting, may be minimised. In particular, the necessity to 
enlarge local populations, and to provide the additional social 
capital required, may be in large part escaped. That would pro 
tanio economise resources. 

It is a commonplace that the majority of urban areas in the 
country—^to say nothing of rural areas—clamour for diversification 
of their industries. To respond, to all these clamours would not 
be possible except over a long period of time. Even then there 
may be insufficient mobile industry to satisfy the demands for it. 

Lastly, it may be doubted whether, as yet, the criteria by 
means of which to determine : (o) the need of an area for in¬ 
dustrial diversification, and (6) the best means of accomplishing 
it having regard to the economic interest of the country as a whole, 
have been satisfactorily established. 

II 

Arguments in favour of industrial diversification may now be 
stated. In the main, they are rebuttals of the unfavourable 
arguments. They are stated first, and the positive arguments for 
industrial diversification follow. 

To start with the contention that the conception of industrial 
diversification is erroneous, since, after a point, specialisation 
always breeds diversity, this is challengeable. For, as Hoover ^ 
points out, specialisation is cumulative—^feeding on itself. The 

^ JQ, M. Hoover, The LoccUion of Economic Activity^ p. 289, 
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history of industry certainly contains many instances of this. 
Again, it is less frequently the case that subsidiary industries serve 
the needs of other industries as much as those of the main, 
specialised industries. The subsidiary industries therefore inten¬ 
sify specialisation rather than promote diversification. Perhaps 
the best instance of the diversity of products brought about by the 
extension of subsidiary industries is the Birmingham area. But 
the most recent survey ^ of that area shows that these are more 
dependent upon the motor-vehicle industry than upon anything 
else. To rely, then, on subsidiary industries to evoke true 
diversification is to be unrealistic. Lastly, a specialised industry 
does not always breed local subsidiary industries on a substantial 
scale—c.gr., coal, tinplate, chemicals, jute and pottery. 

As for the assertion that diversification is inimical to specialisa¬ 
tion of industry, it may be asked if there is any over-riding reason 
why specialised and diversified industries should not live and 
flourish side by side. Perhaps the readiest way of answering this 
question is to ask another. What, in reality, would prevent alterna¬ 
tive industry from settling in areas of specialised industry ? One 
manifest difficulty is lack of industrial sites. Experience shows, 
however, that this is not universal—^it is prominent only in large, 
congested urban areas, in coal-mining districts (in certain areas) 
and in places where local topography imposes limits. Moreover, 
where sites do not already exist, again experience shows that more 
often than not they can be created. While sometimes these may 
have to be outside the existing industrial zones, ordinarily they 
can be devised within “ labour areas ’’—i.c., within the distance 
from home to which work-people are disposed to travel. Another 
difficulty is that the available labour may be already taken up 
by the specialised industry. This has been true in the abnormal 
conditions since the war; but* under normal conditions it is not 
usually the case that aU the labour reserves of towns and outlying 
districts are fully mobilised. And short-distance movement of 
labour, where it would have to be resorted to, is more practicable 
than long-distance migration. Still another difficulty is that the 
essential industrial and social services—such as utility services, 
housing and education—^may be fully utilised already. The 
remedy of extensions or new construction is, however, generally 
feasible. Few other difficulties are major ones. 

To turn now to the assertion that industrial diversification 
will probably raise the costs of specialised industries, it would 
be rare for it to do so by causing these to emigrate to inferior 

^ West Midlands Plan (not yet published). 
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locations. For such industries ordinarily-do not lend themselves 
to transfer. A number of them are chained to the spot because 
they are extractive industries. Others depend on the existence of 
factors of production which they could not command elsewhere. 
In the case of still others, the productive resources essential for 
them could be brought into being elsewhere only after a long time 
had elapsed—a time too long to be tolerated where the need for 
diversification is urgent. But in the few instances where such 
emigration was deemed to be essential it would not inevitably be 
to an inferior location. To assume this is to take the view that all 
existing locations are, and forever will be, the best. That cannot 
be true. The factors that affect location are never constant, but 
alter as economic conditions alter, from time to time. It is 
therefore at least possible that other places will afford as efficient a 
site as that from which the move is made. This possibility is 
reinforced by the fact that private industry has sited but a few 
of this country’s industries in one part only of it. It is further 
reinforced by the important fact that in recent times private 
industrialists engaged in specialised activities have voluntarily 
shifted their locations. 

What, then, of other possible causes of extra costs for the 
specialised industries which might be caused by industrial diversi¬ 
fication ? The most likely one is that, by increasing the demand 
for factors of production within specialised areas, it would raise 
their price. That is certainly possible. Yet the diversified 
industries would, by definition, demand fewer of the factors most 
in demand by specialised, existing industries, and more of those 
least in demand by these latter. For this reason, besides, the 
diversified industries are more likely to uncover hidden reserves of 
labour, and to put these to use. Specialised industries alone, too, 
are more prone to carry a labour surplus which is fully employed 
only at exceptional times than a group of mixed industries. 
Sometimes, in addition, it may be possible for specialised and 
diversified industries to make their seasonal and peak demands for 
labour at different times. Finally, it may be possible to draw 
upon spare labour from nearby districts; and, if the pace at which 
diversification is undertaken is restrained, it may be feasible to 
maintain a balance, in the individual areas, between total demand 
for labour and its supply. 

To deal with the contention that diversification would raise 
costs of specialised indusWes by liubtracting from the external 
economies available to them is not easy. It would seem, however, 
that since there need be no disturbance of these in the physical 
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sense they could continue to function as before. In particular, 
the advantages of proximity to associated and related producers 
would remain. All the varied services requisite for the specialised 
industries would continue; nor need their flow be abated. For, 
if the diversifying industries made calls upon these—e.gr., for 
railway transport, utility services, ancillary industries, educational 
and training facilities—ordinarily these could be met by improved 
methods of utilisation or by an increase of capacity. Only if 
diversification w^ere undertaken hastily and on a massive scale 
need damage be done to the specialised industries’ external 
economies : and both these errors could be avoided. 

As for the all-round raising of industrial costs, which, it is 
argued, would occur because diversification would entail a 
departure from the existing distribution of industrial resources 
throughout the country, it is pertinent to remark that besides 
the costs falling ui>on private industry the costs falling upon 
the community generally should be taken into account. For 
these latter involve the using up of resources no less than the 
former. Since, until the passing of the Distribution of Industry 
Act, 1946, private industrialists located their enterprises with less 
regard for the costs falling upon the community than for their own 
private costs, it follows that the existing distribution of industrial 
resources is less than optimum for both kinds of costs together. 
Therefore, to alter it to take account of both kinds of cost would 
represent movement towards that optimum. It could hardly be 
the case that, to change the existing distribution of resources by 
removing specialised, or immobile, industries from their present 
locations would lower the aggregate of both kinds of cost. For 
such removals would probably increase private costs and costs 
falling on the community as well. Private costs of specialised 
industries would probably be raised because the essence of 
specialisation is that it affords low private costs. Moreover, the 
productive equipment of such industries is frequently so bulky, so 
physically intertwined by 4jhe linkage of successive processes and 
so dependent for its functioning upon the presence of a complex 
of external economies that the costs of removing and reproducing 
all these elsewhere would be onerous. These findings apply 
besides, if in lesser measure, to immobile industries. As for costs 
falling upon the community, it is reasonable to exj^ct that these 
would also be raised because of the necessity for duplicating all the 
various kinds of social equipment in the new locations.^ Further- 

^ Bven if new, alternative industry substituted the specialised industry, 
duplication could not be wholly avoided. For this would need a different social 
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more, sometimes, if not always, private .industrialists would be 
unwilling to suffer additional private costs by moving elsewhere 
without compensation by subsidy, so that costs falling on the 
community would be enlarged by its amount. The conclusion is 
that diversification would not normally seek to alter the existing 
distribution of industrial resources by causing specialised or immo¬ 
bile industries to migrate. 

Diversification could, however, alter the existing distribution 
of industrial resources by influencing the location of non-speciaJised 
or mobile industries by causing them to go where otherwise 
private industrialists might not take them. Being mobile, there is 
a presumption that private industrialists could operate them 
economically in a variety of areas. Some of these areas would be 
those where diversification was needed. Others where it was 
needed would be areas in which it was less, or least, feasible for 
private industrialists to operate them economically. In these 
cases, however, it would be possible for the saving of costs falling 
upon the community by diversification to more than compensate 
the extra private costs. Suppose that such areas were not, in fact, 
diversified, because the diversifying industries went elsewhere 
instead. Instances of the costs falling to be met by the com¬ 
munity then—enlarged if the areas in question experienced 
localised imemplo 3 Tnent—are the sum of economic resources 
involved by the probable necessity to undertake extra, or dupli¬ 
cated, physical construction of many sorts elsewhere (such as 
additional factories, houses, roads and streets, utility equipment, 
public buildings and kinds of construction required to provide 
private services); by inadequate maintenance of social and 
private capital in the non-diversified areas occasioned by the 
decline of poprdation resulting from labour migration to else¬ 
where ; by the unemployment of labour not able or willing to 
migrate; by restrictive practices on the part of labour in the non- 
diversified areas owing to dread of unemployment, and a fall in its 
working eflSciency caused by the depression in its wages; by losses 
due to the tendency of specialised industries in the non-diversified 
areas to use labour wastefully; and, possibly, by greater con¬ 
gestion of industry and people that might be instigat^ elsewhere. 
But the sum of economic resources saved to the community would 
have to be offset against the sum of losses of economic resources. 

texture emd social equipment of different proportions; some speoiatised labour 
would follow the specialised industry-causing redundancy of old sooial equip¬ 
ment ; and new industry would be slow to develop—making old sooial equipment 
temporarily surplus. 
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Inslsances are the physical construction (such as new factories or 
improvements of utility services) which might have to be under¬ 
taken if diversifying industries went to the areas in question 
instead of elsewhere; the additional services that might be needed 
by these (such as new industrial sites, training of labour, special 
transport facilities and the provision of amenities); and the costs 
of any subsidies that might have to be granted to private in¬ 
dustrialists “ steered ” to the areas—^to make good extra costs 
imposed upon them. The net balance of costs falling upon the 
community should then be compared with the net saving of costs 
to private industrialists by going elsewhere instead of to the 
areas in question. Only if the net balance of costs falling upon 
the community were smaller than the net saving of costs to private 
industrialists would the decision not to diversify the areas be 
warranted; and that is unlikely. The comparison would not be 
easy. It would be especially difficult to calculate costs falling 
upon the community—particularly because some costs would be 
once-for-all, while others would be continuous. Both would have 
to be translated into costs per annum. 

This analysis serves to allay the fear that industrial diversifica¬ 
tion necessarily imposes cost disadvantages by causing mal¬ 
distribution of economic resources. Generally speaking, special¬ 
ised or immobile industries would remain where they are, and 
retain the cost advantages of those locations—or suffer cost dis¬ 
advantages which are not significant. Diversifying industries, 
being mobile, could go to some parts of the country without 
suffering cost disadvantages; and to other parts without hurt to 
the economic interest of the country where the higher costs 
falling upon private industry are more than compensated by the 
lower costs falling upon the community. 

To turn now to the criticism that a prime motive of industrial 
diversification is to share unemployment more equaUy over the 
various areas of the country, this may be less deserving of censure 
than at first appears. For unemployment shared more equally 
than in inter-war years may be a more bearable burden. The 
economic consequences of such sharing may be nil—although 
heavy unemployment, by lowering work-people’s efficiency and 
morale, raises costs, and possibly after a point heavy unemploy¬ 
ment breeds further unemployment—^but the social consequences 
are favourable. 

The earlier argument, which claimed that export would be 
harmed because diversification would raise costs, has been dealt 
with by the counter-argument given above. The further con- 



706 THB BOONOKaO JOtTBXrAI. [DBO. 

tention that, under a policy of controlled industrial location, 
export industries might be denied access to factors of production 
because divmtiifying industries would receive preference in the 
allotment of factors, calls for answer. That answer can be given 
only in normative terms. A government which pursues a policy 
of high and steady employment should not rank the needs of 
diversifying industries for factors above the needs of export 
industries for factors. Nor would it be obliged to do so. For, 
presumably, the supply of factors would not be exhausted by the 
demands alone of the export industries. 

It is harder to meet the point that industrial diversification in 
certain towns nevertheless did not save them from experiencing 
serious unemployment during inter-war times. Not enough i^ 
known about such instances to warrant firm conclusions. But it 
would seem that what such towns lacked was sufficient demand in 
total for the labour available. This might be due to various causes. 
One may be that the diversified industries were not present in 
sufficient strength. Another may be that they were not sufficiently 
independent of the main industries. Or they may have relied too 
much upon local markets. Lastly, it may be that they were not 
expansive industries. Whatever the causes, however, the em¬ 
pirical argument supporting the contention under review can be 
met by a like argument. This refers to the much greater number 
of cases where, as a result of appropriate and sufficient diversifica¬ 
tion, unemployment was held below national levels during years 
when, in the above-mentioned cases, it was above these. ^ 

To deal with more practical criticisms, to deprecate diversifica¬ 
tion because it is of least efiect where the need for it is greatest is 
not admissible in denial of its efficacy. In such cases diversifica¬ 
tion is comparatively ineffective because there is too little of it 
relatively to the volume of specialised industry. If there were 
more, therefore, it would be more effective. To the argument 
that there are insufficient diversifying industries to serve evety 
area in the country, the reply is that this does not question the 
principle inherent in industrial diversification—^it merely cites a 
limiting factor. 

There is more substance in the statements that the criteria 
for applying this principle have not been established, and that the 
means of diversifying areas so as to have regard to the economic 

* To 8©l©ct instances from different geographical areas, mention may be 
made of Bristol, Gloucester, Reading, Exeter, Slough, Watford, Luton, Binning* 
ham, Wolverhampton, Northampton, Nottingham, Leicester, Shrewsbury, 
Manchester, Leeds, Halifax, Doncaster, Darlington, Edinburgh and Perth. 
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interest of the country generally are still subject to qualification. 
These are subjects which might profitably engage the attention of 
economists—especially in view of the pronouncements of the Royal 
Commission on the Distribution of the Industrial Population,^ the 
White Paper on Employment Policy,^ the Distribution of Industry 
Act, 1946, and the Town and Country Planning Acts, 1947. 
Something is said on this matter later. 

The chief positive arguments for industrial diversification may 
now be stated. The first is the need to counteract the abnormal 
industrial specialisation of certain areas. The central reason is to 
prevent damage—perhaps serious and irrevocable damage—^to the 
economy of those areas arising from cyclical contractions of 
demand, or export fluctuation or the decline of predominant 
industry. The most effective remedy—^the maintenance of a high 
and steady level of national economic activity—may fail to 
generate enough demand for the products of the specialised 
industries in question, such as shipbuilding, marine engineering, 
cotton and tinplate. This remedy may therefore not avail to 
prevent localised unemployment in specialised industrial areas. 
Other remedies, such as expenditure upon local public works or 
specific subsidies, may be economically less meritorious than 
industrial diversification. The assertion, made previously, that 
this latter would not be effective against a downward cyclical 
movement or general economic depression cannot be pressed with- 
out qualification; for neither affects every type of industry 
equally. Some types, indeed, are relatively immune; and these 
include industries lending themselves to industrial diversification. 
Another reason, but a minor one, is to mitigate marked seasonality 
of output and employment in areas of high specialisation— c.jr., 
coal-mining and the manufacture of motor vehicles. 

The necessity to secure flexibility in the economic system of 
this country constitutes a powerful argument for industrial 
diversification. It has been referred to by Prof. W. A. Lewis in a 
recent article.® Such flexibility may be more—possibly much 
more—essential in future than during recent decades. For the 
inevitable diversion of more industrial resources to foreign trade 
will enjoin that these resources should be able to move into 
different uses as the nature, composition and size of foreign trade 
alter. Certainly, they require to be more flexible than those 
devoted to domestic production. But, besides, some resources 

1 Cmd. 6153. • Cmd. 6627, 

• The Manchester School of Economic and Social Studies, Vol. XVI, No. 2, 
p. 162. 

No. 240.—^voL. liX. z z 
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used in domestic production may at times have to be adapted to 
production for export, or to take the place of discarded or un¬ 
obtainable imports. Moreover, the production of goods for 
export may have to embrace a wider range of goods in future, and 
to be spread more widely over the country than in the past, thus 
requiring adaptability to changes of production in more places. 

Success in sustaining a high general level of employment will 
caD for the ability to transfer resources from one sort of use to 
another. More specifically, particular areas that come to suffer 
localised unemployment for any reason—such as the downward 
secular trend of the dominant industry or misfortune encountered 
by the principal firm—may have to rely upon diversification as 
their main, or even sole, remedy. 

The possibility of technological innovation, sometimes rather 
far-reaching and quick, may not be ruled out; and that would 
give rise to changes in the uses and the ratios of factors of produc¬ 
tion. On the other hand, high general employment, insufficient 
or badly distributed housing, substantial social-service benefits 
available over the entire national area, the increased practice of 
determining wages upon a national basis, the rise in the average age 
of the working population and opposition to massive migration— 
especially by the inhabitants of Development Areas once bitten, 
twice shy—^may restrain geographical mobility of work-people. 
Industry may therefore have to go to work-people more than it 
did before the war. 

Industrial diversification would assist the transfer of productive 
means between varying uses, since it would lessen the necessity to 
move them over long distances. Generally speaking, the more 
extensive the range of industries in particular areae the easier 
it would be to change over production. Moreover, time would be 
saved. Diversification would be outstandingly useful in coping 
with labour thrown out of work but not willing or able to take the 
geographical strides to regain employment elsewhere. For it 
makes use of the knowledge that work-people change their 
industry more readily than they trek elsewhere. It would also 
breed that variety of working ability and resilience of occupational 
quality that would be required, but would not otherwise be forth¬ 
coming, when output in specific areas had to be altered. Correctly 
selected, diversifying industries may provide the growing points 
needed by districts suffering depression or sub-normal rates of 
growth—giving them that degree of industrial flexibility without 
which they would persist in the doldrums. 

To use more fully the productive resources that this country 
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has/ and to use them more eflSLciently—^thereby saving costs— 
are both desirable. Thus, it is desirable that work-people who 
have industrial capacities that are not effectively utilised by 
specialised industry in the various regions of the country should be 
enabled to put these to better use. Again, it would be advan¬ 
tageous to provide opportunities for employment for persons not 
able to find work because sufficient variety of industry does not 
exist locally—such as women (sometimes men), girls (sometimes 
boys), older persons and work-people suffering from industrial 
disability or disease which prohibits continuance in their former 
employment. In some areas it would appear that labour not 
absorbable by primary industry presses into secondary industry.^ 
It might be preferable to economise labour in this latter by 
creating more openings in other primary industry. It would be a 
gain if the tendency of specialised industry to use labour pro¬ 
digally (by maintaining a labour reserve, and by being relatively 
immune from competition by other users of labour because it 
is the largest buyer) should be counteracted. Where there is 
congestion of industry and population wliich causes resources to be 
spilled in overcoming it—e.j., in slower transport of goods and 
longer travel to work, and as a result of diminishing returns to 
other services—^there would be advantage in thinning that 
congestion. Lastly, where present locations of industrial firms 
impose costs upon the community which exceed the differential 
gain to private industry of these over alternative locations, 
movement of firms to the alternative locations would reduce 
aggregate costs. All these advantages are capable of being 
secured, in varying degree, by means of industrial diversification. 

Lastly, the appropriate practice of industrial diversification 
would attack the waste of resources that characterised the inter- 
war years by restricting the duplication in certain parts of the 
country of private and social capital equipment already in exist¬ 
ence elsewhere. That came about, in large measure, because new 
or expanding firms jfrequently avoided going to areas where 
economic depression caused such capital equipment to be spare or 
under-used, and moved instead into areas where it was already 
more or less fully utilised. It also came about because persons 
and local authorities in a number of areas containing specialised 
industries miscalculated the capacity of these to grow and pro- 

' Cf. the substantial differences in the ratio of secondary to primary employ¬ 
ment that are found in different areas. Doubtless there are many causes of 
these divergencies; but it is observable that, when primary industry fails to 
expand as fast as the working population, secondary employment tends to 
increase. 
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vided capital in excess of needs, meanwhile causing new industry 
to go elsewhere by preferring to rely upon the old industry. 
Lastly, it was due to the transfer of existing firms from areas of 
lesser to areas of greater industrial and human concentration. 
Enlightened and suitable industrial diversification, by steering 
new and expanding firms to areas having spare, or under-used, 
private and social capital, by checking undue reliance upon 
specialised industry in particular areas and by preferring locations 
in non-congested areas, could reduce duplication. 

What verdict is arrived at by a consideration of the arguments 
for and against industrial diversification ? It is that the argu¬ 
ments in favour prevail. While this conclusion rests on the 
balance of all the arguments, it is fundamentally based on the* 
conception that maximum industrial specialisation represents an 
inferior use of resources compared with industrial specialisation 
tempered by industrial diversification. 

Ill 

This finding having been expressed, a few suggestions may 
be made concerning the practice of the policy of industrial diversi¬ 
fication. First, if, as is to be assumed, it is fostered by the State, 
care should be taken that industrial diversification is not carried 
too far. The danger of doing so is a real one. For the demand to 
be diversified, as a means of insurance against local unemploy¬ 
ment, emanates from most local authorities and local communities. 
The State may find it difficult to resist claims that have little or no 
economic justification. Moreover, in the absence of an accurate 
measure of industrial diversity, to be certain of success there may 
be a tendency to overdo the introduction of alternative industry. 
Lastly, inevitable uncertainty about future economic conditions— 
and especially about the future of important industries—^may 
conduce to a similar outcome. 

The criteria by means of which to determine the need for 
diversification, its volume and appropriate types call for further 
study. There may be broad agreement about essentials, but not 
on particular aspects. For example, of two local areas, one of 
which is specialised mainly to export, and the other to capital 
goods, which is the more in need of diversification ? Initially, the 
answer may be the former. But this may produce goods the 
demand for which is comparatively inelastic—even during cyclical 
downturns; while the latter may be extremely committed to 
supplying goods the current demand for which is swollen by war- 
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time destruction but the replacement demand for which is low. 
Conversely, the export area may be at present enjoying a boom 
in the demand for its consumption goods, but in future may find 
that its high costs, buttressed by a rigid economic structure and 
out-moded capital equipment, cause a collapse in foreign demand. 
But the area making capital goods may be supplying domestic 
demands for a product formerly imported but at present produced 
at competitive cost, and later able to be produced in this country 
at costs below those of foreign suppliers. Moreover, the former 
area may be capable of benefiting to no more than an inconsider¬ 
able extent from general measures to maintain a high level of 
domestic employment, while the latter may be capable of benefiting 
considerably therefrom. 

Again, what of the need to diversify districts engaged pre¬ 
dominantly in coal-mining ? One extreme view is that, once the 
coal is exhausted, or mining costs become diseconomic, such 
districts become moribund and should not receive alternative 
industry. Another extreme view is that alternative industry 
should fully absorb the labour discharged from the mines and also 
future accretions of population unable to find employment in coal¬ 
mining. Neither view is likely to satisfy economic considerations. 
The first view probably under-estimates the costs falling upon the 
community; the second probably over-estimates these. Again, 
the first view probably assumes that all coal-miners are mobile— 
even over long distances; the second probably forgets that, even 
assuming the existence of the normal proportion of physically 
disabled and old miners, labour mobility within the coal-mining 
industry does exist. As a result, some, at least, of the miners 
thrown out of work in one district will move to other pits within 
travelling distance. (A number of Lanarkshire miners have 
recently moved farther—to Fifeshire.) 

To take another case, should all one-industry towns be diversi¬ 
fied ? The naive view may favour this. But some one-industry 
towns promise to maintahi greater stability of output and em¬ 
ployment than others—because the demand for some products is 
more inelastic than for others; because the industry in certain 
towns may gain by imperfect competition (c.gr., product differentia¬ 
tion), while that in others may be vulnerable to severe competi¬ 
tion ; or because in some one-industry towns there may be real 
diversity within the industry but not in other such towns. 

Finally, should districts that are predominantly agricultural 
be “ balanced ” by a modicum of industry ? One school of 
thought, by projecting the present situation of agriculture into the 
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long-term future, may oppose the injection of industry into agri¬ 
cultural districts; another school of thought may take quite a 
contrary view. 

AU that has been said above relates only to the question 
of whether or not to diversify. When that has been settled there 
stiU remain for determination the problems of how much, in what 
order and of what sort ? It is apparent that these are not easy to 
solve. Nor are these the only practical issues which have to be 
met and dealt with; for the technique, or methods, of industrial 
diversifications profoundly influence the possibilities of its success. 
Something may now be said about these matters. The answer to 
the question of how much diversification turns, mainly, upon the 
needs for it of different types of area. Those areas which are most 
vulnerable to localised unemployment—c.y., export areas, areas 
heavily committed to capital goods and areas extremely dependent 
upon a narrow range of industry—^need more diversification than 
others. Those with larger labour forces in such vulnerable 
industries plainly need more than those with smaller labour forces. 
Areas containing industries which are less capable of benefiting 
from national measures to combat unemployment have claims for 
a fuller measure of diversification than those which are more 
capable of receiving benefit. In some parts of the coimtry labour 
is less fully utilised—because of lack of employment opportunities, 
or under-employment—^than in others; and they have superior 
claims. In others again, the aggregate of private and community 
costs is lower than in districts where either of these much exceeds 
the other; and the former parts of the country should be diversified 
in fuller measure. 

The order of treatment by diversification is mainly deter¬ 
minable by considerations of the sort just mentioned. But the 
time factor in vulnerability to localised unemployment needs to 
be taken into reckoning as well. For the process of effecting the 
industrial diversification of an area is inevitably slow. This 
suggests that areas needing more of it, absolutely, should be 
preferred to those needing more of it, relatively. Again, areas 
that are likely to endure unemployment of longer duration have 
stronger claims for early attention than areas where unemploy¬ 
ment promises to be acute rather than chronic. 

The question of what sort of diversification poses difficulties. 
But, plainly, the alternative industries to the main ones should be 
suited to the industrial capacities bf the work-people they are 
intended to employ. ^ For example, shipbuilding workers rendered 

1 Vide Tress, The Manchester Softool, Vol. IX., No. 2, p. 143. 
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surplus by reduction in shipbuilding will need employment for 
males of a constructional kind; but surplus cotton workers 
would be largely females who might readily be transferred to 
quite complex forms of lighter engineering. Furthermore, the 
alternative industries should ordinarily differ in type from the 
main or specialised industries. Thus, they should differ in their 
cyclical movement and amplitude, and serve different markets. 
If the principal local industries promise to contract, the diversify¬ 
ing industries should be capable of achieving expansion. 

As for the technique, or methods, of diversification, the readiest, 
and the most facile, way of achieving it is by the self-diversification 
of specialised firms already existing in an area. That could be 
done by adapting products so as to serve the needs of varying 
markets, or by adding new products with new markets. Where 
this method is not feasible, less economic disturbance may result if 
diversification is brought about by means of new firms or expan¬ 
sions of suitable old ones rather than by the physical shifting of 
firms already located. But in areas where industry is congested, 
where labour is in very short supply and where it is desirable to 
reduce population, some transfer of industry elsewhere may not 
be avoidable. Where, however, such transfer takes place, care 
should be taken that the gain from diversification in the receiving 
area is not outM’^eighed by the loss from reduced diversification in 
the losing area. Moreover, the locational needs of both transferred 
industries and new and expanded ones should be recognised— 
especially those of them that are less mobile. Tliis does not 
conflict with the dictum stated earlier that both the costs falling 
upon private industry and upon the community should be reckoned 
jointly. But it would be wrong to assume that where the costs 
to private industry are least, the costs for the community are most; 
and vice versa. Data are needed about both kinds of cost, so 
that both can be regarded in reaching decisions about location. 
To help business firms in their search for, and assessment of, 
locations it is useful for*a central government department to 
provide relevant information accumulated by its research agency— 
experience in the working of the Distribution of Industry Act, 
1946, demonstrates this. Moreover, it is for a government 
department to calculate costs falling upon the community, since 
necessarily it is best fitted to do so. On the important matter 
as to the speed with which diversification should be carried out, 
mistakes are likely to be fewer if it is not hurried; for time is 
needed to weigh all pros and cons and to adapt the means available 
to the ends desired. Besides, since it has b^n argued above that 
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more reliance should be placed upon new industry and expansions 
of old than upon deliberate industrial transfer, the pace must be 
adjusted to that at which new industry and expansion of extant 
industry occur. Furthermore, to proceed too quickly might 
involve disturbance to current economic activity of an avoidable 
kind. Finally, not only the technique of diversification, but also 
its economic aspects and its social effects, need further study. 

Joseph Sykes 

University College, 

Exeter. 



ECONOMICS AND THE SOCIAL SCIENCES ^ 

The problem that this paper is concerned with is somewhat 
narrower than the title suggests. To begin with, I shall be con¬ 
cerned with the relationship between economics and the social 
sciences only from the point of view of the economist. The 
interdisciplinary problem will be discussed, in other words, from 
the vantage point of the economist rather than from that of the 
sociologist, the anthropologist or the psychologist. Secondly, 
“ economics,” as the term is used in this paper, is intended to refer 
to what may be best described as “ orthodox economics.” Since 
by orthodox economics we customarily refer to the theoretical 
systems of the classicists, the praxeologists, the general inter¬ 
dependence economists and finally the neo-classicists and the 
aggregative economists, the discussion will not be concerned with 
two schools of thought which from some points of view may be as 
significant as the orthodox. I am referring, of course, to the 
Marxists and the institutionalists. Although, in view of space 
limitations, this omission is mandatory, it is a regrettable one 
in so far as the methodological relationship between Marxian or 
institutional economics and the other social sciences is significantly 
different from that prevailing between the latter and orthodox 
economics. 

Closer consideration of the problem of the relationship between 
economics and the other social sciences makes it amply clear that 
its correct formulation depends on the successful solution of a 
somewhat diflFerent problem, namely the problem of the empirical 
relevance of economics. It should be obvious, for instance, that, 
if economics is structured as a pure science while the other social 
sciences are structured as empirical sciences, the very question of 
a relationship between them becomes iirelevant. Since the 
implications of this proposition are important for all that follows, 
I should like to dwell briefly on one or two variants of what may 
be called ‘‘ pure economics.” In order to make the discussion more 
effective, we must consider briefly the nature of pure sciences. 

Pure sciences are tautological in character. Theorems, derived 
from postulates through entailment or logical implication, are 
necessarily true, if the postulates are true. The theorem merely 
re*asserts what was already implied in the postulates. Nothing 

' This paper represents the substance of an address given at the 1960 meeting 
of the Midwest Economic Association. 
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objectively new is asserted, though “ its content may well be 
psychologically new in the sense that we were not aware of its being 
implicitly contained in the postulates,” ^ Theorems of axio- 
matised deductive systems, therefore, can never come into con¬ 
flict with reality. Their certainty, however, is purchased at very 
high cost, since they are devoid of any factual meaning. 

It is well known, of course, that a pure science can be trans¬ 
formed into an empirical one under certain conditions. The 
transformation of pure geometry into physical geometry is a case 
in point. The process in this case involves two steps. First, the 
primitives, the concepts, that is, for which no definitions are pro¬ 
vided within the axiomatic system, are epistemically correlated * 
to operationally defined concepts with empirical content. As 
soon as this is done, the postulates take on truth-value, they may 
be considered, that is, as being either true or false. Secondly, we 
must engage in a process of confirmation of the postulates. This, 
however, is a rather arduous process fraught with the danger of 
error. Essentially it involves the derivation of operationally 
meaningful theorems ^ from the postulates which can be tested 
against the facts. If the observations' do not contradict the 
operationally meaningful hypotheses, we may accept the theory 
provisionally. If the facts contradict them, the theory has been 
disconfirmed. In such a case we must turn to axiomatic systems 
which are founded on different postulates in the hope that a theory 
not inconsistent with the observations will emerge. Although it 
is not claimed that this is the only procedure available for trans¬ 
forming a pure into an applied science, it must be asserted that all 
empirically relevant hypothetico-deductive systems resemble this 
pattern from at least a structural point of view. 

An outstanding example of an economist who does not attempt 
to confirm his theory either via direct confirmation of the postu¬ 
lates or via indirect confirmation through verification of deduct¬ 
ively derived theorems is provided by Ludwig von Mises. In his 
recent book on Human Action he states that 

“ The scoj^ of praxeology is the explication of the category 
of human action. All that is needed for the deduction of all 

^ C. G. Hempel, “ Geometry and Empirical Science,” in Herbert Feigl and 
Wilfrid Sellars, Readings in Philoaophical Analyaia^ New York, Appleton-Century- 
Crofts, Inc., 1949, p. 241. 

• For a definition of epistemic correlation see F'. C. S. Northrop, The Logic of 
the Sciences and the Humanities, New York, the Macmillan Company, 1947, pp. 
119-32. 

• For a definition of the concept of “ operationally meaningful theorems ” see 
P. A. Saxnuelson, Foundaiions of Economic Analysis, Cambridge, Harvard 
University Press, 1947, pp. 3-6. 
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*^rax6ological theorems is knowledge of the essence of human 
action. It is knowledge that is ours because we are men; no 
being of human descent that pathological conditions have not 
reduced to a merely vegetative existence lacks it. No special 
experience is needed in order to comprehend these theorems, 
and no experience, however rich, could disclose them to a 
being who did not know a priori what human action is. The 
only way to a cognition of these theorems is logical analysis 
of our inherent knowledge of the category of action. We must 
bethink ourselves and reflect upon the structure of human 
action. Like logic and mathematics, praxeological know¬ 
ledge is in us; it does not come from without.*’ ^ 

Mises’s a prioristic position coupled with the complete lack of any 
traces of confirmation procedures must needs lead us to the con¬ 
clusion that his system is empirically irrelevant. 

A somewhat more sophisticated approach also leading to pure 
theory construction is much more popular with economists, and 
finds a rather elaborate expression in Professor Robbins’s Essay on 
the Nature and Significance of Economic Science,^ Since the con¬ 
ceptual framework that underlies Robbins’s analysis is generally 
employed by both pure and emphically relevant economics, it 
seems desirable to state it as explicitly as the limitations of space 
permit. I am referring to the framework of human action. In 
the words of Talcott Parsons ® 

“ The first salient feature of the conceptual scheme to be 
dealt with lies in the character of the units which it employs. 
. . . The basic unit may be called the ‘ unit act ’ ... an 
‘ act ’ involves logically the following : (1) It implies an agent, 
an ‘ actor.’ (2) For purposes of the definition the act must 
have an ‘ end,’ a future state of affairs toward which the 
process of action is oriented. (3) It must be initiated in a 
‘ situation ’ of which the trends of development differ in one 
or more important respects from the state of affairs to which 
the action is oriented, the end. This situation is in turn 
analyzable into two elements : those over which the actor has 
no control . . . and those over which he has such control. 
The former may be termed the ‘ conditions ’ of action, the 
latter the ‘ means.’ Finally (4) there is inherent in the con¬ 
ception of this unit, in its anal 3 rtical uses, a certain mode of 
relationship between these elements. That is, in the choice 
of alternative means to the end, in so far as the situation 

^ Ludwig von Mises, Human Action^ New Haven, Yale University Press, 1949, 
p. 64. 

• Lionel Bobbins, An Essay on the NeUure and Significance of Economic Science 
(Second Edition), London, Macmillan and Company, 1936. 

* The Talcott Parsons rather than some other formulation of the framework is 
selected because, in the judgment of the author, it is by far the best available in 
the literature. 
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allows alternatives, there is a ‘ normative orientation ’ of 
action/’ ^ 

As soon as we postulate that the norm relating means to ends is 
that of intrinsic rationality,^ the maximisation of a utility index is 
implied, and the foundation stone of economic analysis has been 
laid. Attacks against the postulate of intrinsic rationality on the 
grounds that it implies the postulation of the economic man or the 
hedonistic calculus were certainly justified in the case of a number 
of early, defective formulations of the theory. The construction 
in its present form is entirely beyond the reach of criticisms on this 
plane. In its most developed form the postulation of rationality 
implies the following : (a) individuals have well-ordered preference 
systems; (b) each individual’s preference system is substantially 
independent of the other economic variables; (c) each individual 
acts to maximise his utility index. 

For Lionel Robbins the postulation of intrinsic rationality as 
the norm which relates means to ends has a firm empirical basis. 
The postulate itself is directly confirmed by introspection. If we 
were to raise the objection that introspection does not lead to 
propositions of public validity, it could indeed be argued that we 
could establish the postulate by subjecting it to intersubjective 
tests. According to Professor Duesenberry, for instance, 

‘‘ Our evidence on this question is not confined to intro¬ 
spection. Each of us is equipped with a body of observations 
on the behavior of other people which confirms the idea that 
everyone has a well-ordered preference system at every mo¬ 
ment. Moreover, we can confirm our interpretation of overt 
behavior by discussing tastes and difiFerences in tastes. There 
is enough information to confirm us in our belief that the 
concept of a preference field is a meaningful one. Thus the 
utility theory, in its modern form at any rate, is not a remnant 
of an out-moded psychological theory as some have main¬ 
tained, but has an empirical basis.” ® 

The only basis, in fact, for rejecting the postulate would consist in 
the discovery that human behaviour is (a) strictly or primarily 
random, (6) “ irrational ” in the sense that it is inconsistent, (c) 
instinctive, (d) strictly traditional. In so far as the presence of a 
‘‘ deliberative, process ” can be confirmed, the essence of the 
rationality or the maximisation postulate must be accepted. 

^ Talcott Parsons, The Structure of Social Action, Glencoe, Illinois, The Free 
Press, 1949, pp. 43-4. 

* Intrinsic rationality may be contriCsted to symbolic rationality. For an 
analysis of the concepts the reader is referred to Parsons, op. ciU, pp. 209-18. 

® James S. Duesenberry, Income Saving, and the Theory of Consumer Behaviour, 
Cambridge, Harvard University Press, 1949, pp. 12-13. 
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The claim that Robbins’s approach also leads to pure theory, 
however, rests on the grounds that no statements about empirical 
reality are derived (at least by Robbins) ^ from the postulate which 
could conceivably make a difference about reality, which, in other 
words, could conceivably bo refuted. This very weakness of the 
theory from the point of view of empirical relevance has been 
praised by some as a unique contribution to the method of empiri¬ 
cal science. Northrop, for instance, proclaims that 

‘‘ But if the method of obtaining publicly valid theory in 
contemporary economics has rendered the indirect exi)eri- 
mental testing of that theory through its theorems impossible, 
it has also made it unnecessary. By restricting itself to the 
generic properties of the introspected valuations, economics 
has accomplished something unique in the method of empirical 
science ; it has attained d^uctively formulated theory which is 
empirically verified directly through its postulates unthout the 
need of appeal to their deductive consequences^ ^ 

Far from being a source of pride, this is considered a decisive 
shortcoming by the modem economist who aspires to make 
economics an empirical science in the sense of a theory which 
yields theorems which could conceivably make a difference. On 
these grounds we must decide that Robbins’s method leads to pure 
theory and only pure theory. 

It must be made clear, nevertheless, that this shortcoming is 
not inherent in the action framework of analysis. It has become 
abundantly clear that adept manipulation of the maximisation 
postulate (plus some other important modifications which will be 
discussed below) can turn the theory into a source of a number of 
operationally meaningful theorems. The recent contribution of 
Professor Samuelson in his Foundations of Economic Analysis is a 
case in point. According to Samuelson 

“It is hardly enough ... to show that under certain 
conditions we can name enough relations (equations) to deter¬ 
mine the values of our unknowns. It is important that our 
analysis be developed in such terms that we are aided in 
determining how our variables change qualitatively or 
quantitatively with changes in explicit data. Thus, we intro¬ 
duce explicitly into our system certain data in the form of 
parameters, which in changing cause shifts in our functional 
relations. The usefulness of our theory emerges from the fact 
that by our analysis we are often able to determine the nature 
of the changes in our unknown variables resulting from a 
designated cmange in one or more parameters. In fact, our 

^ All coxmnents on Professor Robbins's position refer to his statements in his 
Essay on the Nature and Significance of Economic Science, 

• F. S. C. Northrop, op, oi4,f p. 247, 
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theory is meaningless in the operational sense unless it doed 
imply some restrictions upon empirically observable quantities, 
by which it could conceivably be refuted/’ ^ 

Samuelson’s procedure for arriving at operationally meaningful 
theorems takes us to the very heart of modern economic analysis. 
We first establish the fact that we are confronted with n equations 
in n variables and m parameters. Then we transform this system 
of equations into a system in which the variables are explicit 
functions of the parameters. Our final step preceding confirma¬ 
tion procedures involves utilisation of the maximum postulate to 
arrive, whenever this is feasible, at commitments concerning the 
signs of the rates of change of the variables with respect to the 
parameters. In so far as these propositions are refutable, even 
though this may be feasible only under ideal conditions, we have 
arrived at operationally meaningful hypotheses.® 

It should be clear, of course, that another alternative is open to 
us. Along more strictly econometric lines we could proceed as 
follows. Employing the action framework along with the rational 
norm postulate we can arrive at a list of theoretically relevant 
variables. If we then proceed to choose the functional forms to be 
used, we can estimate the parameters by appropriate statistical 
techniques. This approach, whenever feasible, leads us to 
quantitative results, whereas the “ signs ” method is necessarily 
restricted to qualitative results sp far as the variables appearing in 
the equations are concerned. 

Closer inspection of the two procedures just discussed reveals 
the fundamental methodological property of modem economics. 
This property lies in what may be called the “ back-room-front- 
room ” approach. The “ front-room ” consists of a system of 
equations relating operationafiy defined economic variables. The 
back-room ” consists of a conceptual scheme which, though 
different from that of the “front-room,” is designed to impose 
restrictions upon the form of the equations or the list of the 
relevant variables, depending on whether the “ signs ” or the 
“ parameters ” method is employed. Economists of the Bobbins 
class have restricted their efforts to the “ back-room,” whereas 
empiricistsHstatisticians became absorbed with the “ front-room.” 

^ P. A. Samuelson, op. cit., p. 7. 

• This presentation difiers significcoitly from Samuelson's in two respects : 
First, since this discussion has been restricted to comparative statics, Samuelson’s 
second major source of operationally meaningful theorems, niunely the stability 
postulate, has been ignored. Secondly, thb rationality postulate in Samuelsoa 
takes the form of maximisation or minimisation of some magnitude, whereas in 
this paper reference is made only to maximisation. This is accounted for by the 
fact that the argument in this paper is restricted so far to the general problem of 
utility with respect to which the rational norm prescribes , 
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The" growing consciousness of the intimate relationship between 
the two sectors of economic analysis is a sign that economics is on 
its way to maturity as a science. 

We are now in a position to tackle our central i)roblem, namely 
the problem of the relationship between economics and the social 
sciences. The principal claim of this paper is that integration 
must be sought in the formulation of the conceptual framework 
employed in the “ back-room ” of economics. The rest of this 
paper is devoted to the elaboration of this proposition. 

We made the claim above that the introduction of the ration¬ 
ality postulate enables us to restrict the form of the relations among 
economic variables in such a fashion that operationally meaningful 
theorems may be formulated. This claim, however, exaggerates 
our accomplishments. If we restrict ourselves to the rationality 
postulate, if we make that assumption and that assumption alone, 
the results in terms of operationally meaningful theorems will be 
very puny indeed. Modern utility and consumer behavior theory 
is a case in point. The fundamental proposition that may be 
derived from the maximisation of the utility index postulate merely 
states that the demand functions are homogeneous of order zero 
in i>rices. Few economists would be satisfied with these results; 
fewer yet would consider this accomplishment adequate grounds 
for calling economics an empirical science. The paucity of the 
operationaUy meaningful theorems that can be deduced from the 
rationality postulate are duo to its universality. In the words of 
James Duesenberry 

The preferenC/O system analysis of consumer behaviour 
is a somewhat remarkable tour de force. It seems to say 
something about consumer behaviour without saying any¬ 
thing about the motivations of the consumers in question. 
In its present form it is a more or less deliberate attempt to 
sidestep the task of making psychological assumptions. It 
has the advantage that it allows one to avoid getting out on a 
psychological limb which may collapse at any moment.” ^ 

The very attempt of economic analysis to build a theory of univer¬ 
sal validity, to avoid any and all psychological and sociological 
commitments takes it into the path of operational meaninglessness. 
The only way out of the impasse, the only way for arriving at an 
empirically relevant science is to make these commitments. This 
would reduce the universality of the propositions, but at the same 
time it would increase their range of meaningfulness. It can be 
seen now, however, that this can be accomplished only by utilising 
the findings of the other social sciences. The procedure calls, in 

^ J. S. Duesenberry, op. eit», p. 15. 
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fact, for a careful inventorjdng of all the tentatively valid pro¬ 
positions of psychology, anthropology and sociology in an effort 
to equip economics with the tools necessary to impose restrictions 
upon the relations among economic variables in order that opera¬ 
tionally meaningful hypotheses may be formulated. Duesen- 
berry’s Income, Saving, and the Theory of Consumer Behaviour is an 
outstanding performance in this frontier territory. 

It is little known that Talcott Parsons as far back as the early 
thirties conceived the problem in almost exactly this form and 
formulated it most elegantly in his StrwtUre of Social Action. 
Detailed reference to his work cannot be made here, in so far as his 
conceptual framework is so elaborate that any discussion of his 
propositions would take us far afield. The clear implication o;f 
Parsons’s argument is that the ultimate ends, the value-system, of 
the society in which behaviour is studied must somehow find their 
place in the action framework employed in the analysis. It is not 
suflScient to postulate the rational norm. We must further make 
commitment to value-systems which are “ ideally typical ” in the 
culture under analysis. Duesenberry has attempted to do this 
with considerable success in the field of consumer behavior. The 
procedure should be extended, however, to other fields of behavior. 

It is necessary at this point to turn our attention to the fact 
that most of the operationally meaningful theorems in economics 
are not derived from the postulate of utility index maximisation, 
but rather from the postulate of profit maximisation by the entre¬ 
preneur. It has been generally assumed (though by no means by 
all economists) that the profit maximisation assumption rests on 
the same universal grounds as the utility index maximisation 
assumption. Nothing could be farther from the truth. The 
assumption that entrepreneurs maximise profits involves us 
directly (though at times only implicitly) to a sociological commit¬ 
ment. It can be argued, of course, that since firms constitute the 
intermediate not the final sector of the economy, and that since 
money is in our society the universal means for accomplishing 
any ends whatsoever, profit maximisation is fully consistent and 
the maximisation of the utility indices in the final or the consumer 
sector of the economy. No doubt this is correct. Other prin¬ 
ciples of selection,” to use Professor Boulding’s terminology, are 
conceivable, however, which are also consistent with utility index 
maximisation. This is especially the case when entrepreneurial 
activity is pursued for its own sake. It seems mandatory, there¬ 
fore, that we do not consider profit maximisation as the exclusive 
principle of selection, but seek to discover what particular 
principles of selection are relevant in various situations. 
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*The basic conclusions of this paper may now be stated in a 
somewhat more precise form. It is necessary, if we wish to develop 
operationally meaningful hj^otheses, that in the back-room ” 
of economic analysis we proceed with the construction of a variety 
of ‘‘ ideal types ^ which commit us to a greater of lesser extent to 
tentatively valid psychological or sociological hypotheses.^ This 
will enable us to increase significantly the number of operationally 
meaningful hypotheses in economics, albeit it will reduce the 
universality of our science. In general, we shall be able to work 
within the framework of action and the postulate of the rational 
norm. Our commitment in such cases will take the form of 
introducing “ ideally typical ultimate ends in our system. In 
other cases the action framework itself may break down. We 
ma}^ be obligated to recognise that behavior in these cases may be 
best described by a model postulating instinctive or strictly 
traditional behavior. In still other cases we may leave our 
‘‘ back-room ” entirely empty. It is possible, for instance, to 
commit ourselves directly to an empirical generalisation which 
will take the form of a relation appearing only in the front-room ’’ 
of our analysis. The Keynesian supply of labor function is a case 
in point. In general, w^e should extricate ourselves from the 
shackles of economic universalism and experiment with less general 
but often more useful constructions. 

The social sciences may be expected to contribute to economic 
analysis in other ways as well. The “ institutions ’’ prevalent in 
a culture will obviously reduce the number of elements of the 
situation confronting the actor which from his point of view are 
means rather than conditions. Institutional patterns may, in 
some cases, directly enter the “ front-room ’* of economic analysis. 
Legal or institutional relations are often directly introduced in the 
system of equations of econometric models. The maxim that the 
economist of our day should observe is open-mindedness towards 
the achievements of the other social sciences. The future of 
economics as an empirical science may well depend on the degree 
to which our generation of economists are willing to live by it. 

A. G. Papandreou 

Laboratory for Research in Social Relations y 
University of Minnesota. 

^ For a discussion of the ** ideal type ” the reader is referred to Talcott 
Parsons, op. cit,, pp. 601-10. 

• It should be clear that other elements of the social structure beyond societal 
values could be introduced into the back-room ** of economic analysis. The 
most outstanding additional category ^ich could be employed in this fashion by 
economists has to do with the ** structure of power relations."* Consideration of 
this issue, however, is beyond the scope of this paper. 

No. 240. — ^voii. uc. 3 A 
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Postulates and Theorems. 

In a famous essay ^ Mr. R. F. Harrod developed a very simple 
but apparently quite general model of a dynamic economic 
system. Within that model Mr. Harrod established two important 
theorems which were surprisingly specific in view of the generality 
of the three postulates which he advanced as the axiomatic basis 
of his theory: 

“ (1) that the level of a community’s income is the most 
important determinant of its supply of savings; 

“ (2) that the rate of increase of its income is an important 
determinant of its demand for saving, and 

“ (3) that demand is equal to supply.” ® 

On the basis of these three postulates the following conclusions, 
which we may designate as theorems, were claimed to be proved : 

Theorem 1. There exists a rate of growth, 0„, of national 
income such that if that rate holds in a given period producers 
will maintain the same rate of growth of income in the 
following i)eriod if that is physically possible. “ A unique 
warranted line of growth, [6?„], is determined jointly by the 
propensity to save and the quantity of capital required by 
technological and other considerations per unit of increment 
of total output.” ® 

Theorem 2. ” If the aggregated result by trial and error 
by numerous producers gives a value for Q (the rate of growth 
actually realized in the period under consideration) which is 
different from there will not be any tendency to adapt 
production towards 0„, but, on the contrary, a tendency to 
adapt production still farther away from it, whether on the 
higher or lower side.” * 

(?* is called the warranted rate of growth. It is defined “ as 
that over-all rate of advance which, if executed, Trill leave 

* R. F. Harrod, “ An Eaaay in Dynamic Theory,” EcoKOKto Jovbnai., Vol. 
XLIX (1939), pp. 14 et teq. The same trend of thought is preamted with slight 
changes of notation in R. F. Harrod, Towards A Dynamie Economies, Londtm, 
1948. These will be referred to as Essay %nd Towards req>eotively. We shidl 
here follow the notation of Towards except that the variables will given sub¬ 
scripts to show to which time periods they refer. 

' Essay, p. 14. * Essay, p. 14. 


* Towards, p. 87. 
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entrepreneurs in a state of mind in which they are prepared to 
carry on a similar advance.” ^ Mr. Harrod assumes that except 
when an increase of production, and therefore of income, is 
limited by “ fundamental conditions ” such as the size of the 
population or known technology, entrepreneurs will do what 
they are prepared to do. We may then say that G* is defined 
as that rate of increase of income which, if achieved, will be 
continued into the future by entrepreneurs so long as they can 
do so. 

G* depends entirely on the behaviour pattern of entrepreneurs. 
It is accordingly quite surprising that Harrod presents a proof 

not only that 0„ always exists,* but also that it is equal to 

where 8 is the average propensity to save and Cr is the accelerator. 
That is, 8 is the ratio of saving to income in the period under 
consideration,® and (7,. is ‘‘ the value of the capital goods required 
for the production of a unit increment of output.” ^ 

Having defined it remains to be proved that it exists under 
any particular conditions. Whether or not 0„ exists is a matter 
of fact; it is quite possible that there is no rate of growth of 
income such that it wUl leave entrei)reneurs in the frame of mind 
to continue that rate of growth of production. Harrod’s first 
proposition is that 0^, a characteristic of the behaviour of business¬ 
men, exists and is equal to the ratio of two terms, one of which 
is a characteristic of the behaviour of savers, and the other is a 
technological characteristic of production. 

Harrod assumes that the production of any period, up to the 
limitations imposed technologically, is determined by the decisions 
of entrepreneurs. Suppose that their decision as to how much to 
produce in any period is a linear function of income levels of the 
past n periods. There will not in general exist a real positive 
rate of growth 0„ such that if it was sustained over the last n 
periods, it will then hold in the (n + l)th period as well. For 
such a rate to exist, the coefficients of the function relating 
current to past incomes must satisfy certain conditions.® 

Thus consider a dynamic model involving the interaction of 

* Towards, p. 82. 

* Essay, paragraphs 4 and 5. 

* Harrod usually assumes that s is the ratio of the saving of the current period 
to the income of the previous period. 

* Essay, p. 16. Harrod recognises elsewhere that C, must be given a time 
dimension. 

* See my article “The Accelerator as a Generator of Steady Growth/* 
Quarterly Journal of Economies, Vol. LXIII, May 1949, for a discussion of these 
conditions. 
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the accelerator and propensity to consume of the sort discussed 
by Samuelson : ^ 


r, = (i + • • (i) 

In this equation as usual, represents income of period and 
s and Cf are the propensity to save and the accelerator as in 
Harrod’s model. An equation of this form is usually interpreted 
as indicating that the income-determining expenditures of the fth 
period depend on the income and the change of income of the 
previous period; that is, that it takes one period for the expendi¬ 
tures related to a given income in the case of consumption, or a 
given change of income in the case of investment, to go through 
the economic system and once again become income. But .we 
may if we like read equation (1) as giving the rule for the behaviour 
of entrepreneurs, that they will cause to be produced in period t 
an amount equal to the expenditure for consumption out of the 
income of the period (t — 1) plus the amount of investment 
justified by the increase of income in period — 1) over that of 
period {t 2). 

Suppose that ^ — 0*1 and Cf = l*t5. Then equation (1) 
implies an explosive cyclical pattern and there is no steady rate 
of growth OfB, such that upon substitution of Fq = 1, 7^ = 1 + 
in equation (1), the equation will yield 7| = (1 f* What¬ 

ever rate of growth, O, is tried in (1) by setting 7^-1 = (1 -}- 
0 )Yt^ 2 y resulting value of T| will be less than (1 + G)7t-.i, so 
long as (1 — 5 -f Cr)‘^<4C'r. 

How then does Harrod prove the proposition that (?« exists 
and that it is equal to ^ ? He starts with an identity : 

® .( 2 ) 

in which all the terms are measured ex post,^ that is, Ot is the 
rate of growth that has actually occurred in period t, C, is the 
ratio of increment of capital (net investment) to increment of 
income actually experienced, and is the ratio to income of 

^ Paul A. Samuelson, ** Interactions between the Multiplier Analysis and the 
Principle of Acceleration,” Review of Economic Statiatice, Vol. XXI, No. 2, May 
1939, pp. 75-8; reprinted in Reetdinga in Buaineaa Cycle Theory (Blakiston), 1944. 

■ Proof: If this were so then x ^ X would be a root of 5C* — (1 — s)ay — 

Cr(x — 1), But the roots of that polynomial are complex when (1 — s 4“ 
C7,)» < 40,. 

^ Harrod’s notation has been slightly modified in order to preserve the 
distinction between measurements ex ante and ex poaU 
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the {t — l)th period of saving that has actually been made in 
jwriod 

That (2) is an identity follows from the following definitions : 
Definition 1. ex post saving s ex post investment so that 



.... (3) 

Definition 2. 

a 

Ut — ^ . 

. . . . (4) 

Dividing both sides of (3) by C,Y,-i we get 


cr 

. . . . (5) 

Harrod assumes as a matter of fact that ex post saving equals 
ex ante saving so that St = s. This assumption is a substitute for 
Postulate 3 for it tells what happens when demand for and supply 


of saving are not equal. From this assumption and (5) we get 

.( 6 ) 

Now comes the crucial step in the proof so let us have it in 
Harrod’s exact words : 

‘‘ If the value of the increment of stock of capital per unit 
increment of output which actually occurs, Ci, is equal to Cr, 
the amount of capital per unit increment of output required 
by technological and other conditions . . . then clearly the 
increase which actually occurs is equal to the increase which 
is justified by the circumstances. This means that, since Ct 
includes all goods (circulating and fixed capital), and is in 
fact production minus consumption per unit increment of 
output during the period, the sum of decisions to produce, to 
which gives expression, are on balance justified—i.e., if 

== Ct then Ot = and (from (6) above) Qy, = ^ 

The first statement that if C, = Cr the investment was 
justified may be regarded as a definition of the term justified. 
The second statement is also definitional, that if the investment 
actually made is the amount that is justified, then the total 
amount of goods produced will have been justified. 

So far the argument is merely definitional. The critical 
question is why does Cf == Ct imply That means that 

^ Note the peouliar timing that relates saving in period t to the income of the 
previous period. In this I follow Harrod {Esaay, p. 18). Later we shall consider 
the eflect of changing this assumption as to timing. 

* Baaay, p. 18* Subscript notation changed from original. 
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if the decisions to increase output from last period to this one 
'vrere justified, new decisions will be made to continue the same 
percentage rate of growth into the next period. This need not 
be so, and it is an important characteristic of Mr. Harrod’s model 
that he assumes that it is so. 

Let us temporarily assume that it is not so, that the behaviour 
of entrepreneurs is such that if this year’s production decisions 
are justified (giving to that term the meaning Mr. Harrod attaches 
to it) next year’s production will equal this year’s production. 
Under this assumption if G* is a justified rate of growth not equal 
to zero, then Of cannot be a warranted rate of growth since by 
our temporary assumption, if 0( is justified, = 0 and for 
G, to be a warranted rate of growth it must, by definition, be 
followed by i — Our temporary assumption of entre¬ 
preneurial behaviour accordingly contradicts Mr. Harrod’s proof. 

Therefore, the postulate, that if Ot is justified Ot^i = 0„ ia 
essential for Mr. Harrod’s proof. This postulate is much more 
restricted than the general postulates advanced by Harrod, and 
helps explain how Mr. Harrod got such si)ecifio conclusions from 
such general postulates. In fact, Mr. Harrod did not use his 
general postulates at all, but implicitly substituted for them the 
following set of more highly restricted postulates ; 

Postulate lo. Ex ante saving in period t = sYt-i- 
Postulate 2a. The jusjiified investment in period t = 
Cr(Y, - 

Postulate 3a. Ex post investment = ex ante saving. ^ 
Postulate 36. If investment ex post is justified in any period, 
entrepreneurs will (unless prevented by physical limitations) 
in the succeeding period increase production in the same 
proportion as it has just been increased. If in any period 
investment ex post is less than the justified investment, 
entrepreneurs will in the next period increase the rate of 
growth of production, and vice versa. 

Let us denote the difference between justified investment and 
ex post investment in the <th period as U,. Then by Postulates 
la, 2a and 3a : 

U,==C,(Y,-Y,.,)-sY,., . ... (7) 

Postulate 36 can then be expressed as 

0,^i==0,+F{U,) .(8) 

^ As noted below, this is not a necessary assumption for Mr. Harrod’s model, 
but it was adopted for simplicity of exposition. 
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where F is any function which is positive, negative or zero accord¬ 
ing to whether J7, is positive, negative or zero. From this 
definition of F it follows from ( 8 ) that 0,^1 — Q, when and only 
when Ut = 0 , and £7| = 0 is then a necessary and sufficient 
condition for a warranted rate of growth, a rate such that if 
realised in period t, it will again be realised in period < -f 1 . 

Mr. Harrod’s first theorem can be immediately demonstrated 

by noting that F, = Fq^I upon substitution in (7) yields 

U, = 0 . Therefore if Postulates lo, 2 o, 3o and 36 hold there 

does exist a warranted rate of growtli = tt- 

Mr. Harrod’s second or instability theorem, states that if 

s s 

Gt rfy will be farther from 7 ^ than was Ot^ Suppose 

Of 

^ + b; tlien by definition ( 2 ) = ^1 + ^ 

and from (7) it may be seen that TJt^ bCfYi^^, If as we 
usually assume Cr and are positive, Vt will have the same 
sign as 6 . By Postulate 36, F{Ut) has the same sign as Ut^ Then 
ty ( 8 ), 1 will be greater or less than if 6 is greater or less 

s 

thiin zero respectively. Therefore if O, differs from 7 ^, Ot^^ will 

Of 

difiFer more, so that successive (r’s will depart farther and farther 
from 

Of 

Although Postulates la, 2a, 3a and 36 completely specify 
Mr. Harrod’s model, except for the exact shape of F(U^), a more 
general set of postulates might have specified the same dynamic 
system. As Mr. Harrod has observed,^ his particular assumption 
that ex ante savings = cx post savings is not essential to liis system. 
We may accordingly make Mr. Harrod’s 83 ^tem somewhat more 
general by substituting the concept of ex ante investment for 
that of justified investment. 

Leaving Postulate la unchanged we may form the extended 
Harrod model by substituting the following two postulates for 
Postulates 2 a, 3a and 36. 


^ A dynamic Bystem is frequently said to be unstable when it does not approach 
a limiting value as time goes on. From this point of view continued growth, 
however steady, is tmstable. But in the present analysis we may define a different 
concept of instability which we may call instability in the Harrod sense. Given 
a warranted rate of growth if over a certain range of Qt when 0% ^ then 
\Ot^ 1 — > \Ot — Qw\t the growth rate is unstable in the Harrod sense over 

the specified range of G,. 

• Eaaay, p, 21. 
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Extended Postulate 26. Ex ante inv^tment in period t = 

Extended Postulate 3c. If investment ex ante == saving ex 
ante in period ty the rate of growth of income in period f + 1 
will equal the rate of growth in period t If ex ante invest¬ 
ment exceeds ex ante saving in period t, the rate of growth of 
income in period t + I will be larger than that of period ty 
and vice versa. 

Postulates la, 26 and 3c lead to exactly the same dynamic 
model as did Postulates la, 2a, 3a and 36, provided Ut is re¬ 
defined to be the difference between ex ante investment and 
ex ante saving, instead of the difference between justified invest¬ 
ment and ex post investment. The two sets of postulates lead to 
identical behaviour of Yt from any given initial conditions. 
The only difference between them relates to the intermediate 
mechanism which brings this behaviour about. 

Mr. Harrod discusses his model almost exclusively in terms of 
ex post saving equalling ex ante saving, so that some who disagree 
on this point might have been tempted to reject Harrod^s model. 
Mr, W. J. Baumol, in comparing the Harrod with the Samuelson 
model has indicated that one of the principal differences was that 
in Harrod's system ex post saving-investment = ex ante saving, 
while in a Samuelson system ex post saving-investment = ex ante 
investment.^ Since the extended Harrod postulates fit exactly 
the same dynamic system as do the postulates actually used by 
Harrod we must disagree. Mr. Harrod’s system is more general 
than the restricted assumption of ex post investment equalling 
ex ante saving. 

None the less, the Harrod model is based on restricted assump¬ 
tions much less general than the postulates originally listed (p. 724 
above). What happens to Mr. Harrod’s theorems if we consider 
postulates more general than 3c ? 

In order to make Postulate 3c more general we may take a 
hint from Mr. Harrod’s observation concerning the similarity of 
his model to Mr. Keynes’s proposition in the Treatise that if 
investment exceeded saving the system would be stimulated to 
expand and conversely.* An excess of ex ante investment over 
ex ante saving leads to an increase in income because expenditure 
will then exceed income. Therefore the following may be 
considered as a generalised form of JPostulates 36 or 3c. 

^ W. J. Baumol, “ Kotes on Some Dynamic Models,” Economic Journal, 
LVIII (232), December 1948, p. 614. 

• Eaaay, p, 19. 
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" Poatulate 3d. If in the current period expenditure exceeds 
income produced, the rate of growth of income produced in 
the next period will exceed that of the current period. If 
expenditure is less than income produced, the rate of growth 
of income produced in the next period will be less than that 
of the current period. 

In equation form this postulate leads to exactly the same 
dynamic model as that expressed by (8) except that now 

.(9) 

where Et represents expenditure in period t. The other terms 
are as previously defined. 

We may call (8) and (9) the generalised Harrod model. 

The behaviour of the generalised Harrod model depends on 
the specific assumptions that are made concerning the dependence 
of expenditure in period t on the income of the current and 
previous periods. Mr. Harrod’s own model is a particular case 
of the generalised Harrod model in which Postulates la, 2a or 
2b specify the way in which expenditure depends on income of the 
current and preceding period, as expressed by (7) in conjunction 
with (9): 

E,:=:^Y,^sY,^, + Cr{Y,^Y,^,). . . ( 10 ) 

Equation (10) furnishes a clue to the instability of Harrod’s 
original system. For it says that a 1-unit increase in a period’s 
income brings about a (1 -f (7r)-unit increase in that period’s 
expenditure. If in Harrod’s original model a 1-unit increase of 
income in period t leads to more than a 1-unit increase in expendi¬ 
ture, why is not the model immediately unstable in period tl 
The relevant question now appears to be not why the Harrod 
model is eventually unstable, but why it is not immediately un¬ 
stable. The answer lies in the assumption that Harrod has 
implicitly made that expenditure of period t does not affect 
income of period L It does determine the rate of growth of 
income in the next period however. Harrod has assumed that 
the current period’s income depends on entrepreneurial decisions 
based on the relation of expenditure to production in the preceding 
period. Therefore an increment of income of this period which 
leads to an even larger increment in expenditure in this period will 
raise the income of next period, and the expenditure of next 
period which will raise the income of the succeeding period, etc. 

Sometimes Mr. Harrod considers the possibility that s may 
vary and so become large enough to stabilise his model, though 
only to dismiss this possibility because of the large marginal rate 
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of saving lequiied. But no matter ho'vr large « is it cannot 
stabilise the system described by equations (7) and (8), since the 
size of 9 did not enter into the proof of Theorem 2 that the system 
is unstable. 

How then can Hairod take the view that a sufficiently large « 
can stabilise his system ? That view implies a different timing of 
the relationship between saving and income than is required for 
the proof of Harrod’s two theorems, but Mr. Harrod is not 
entirely consistent in his assumptions as to the timing of saving. 
Sometimes he implies that ex ante saving of period t equals sT, 
rathor than Under that assumption, if the marginal 

rate of saving is greater than C„ the growth of Yt can be stabilised 
in the Harrod .sense, provided the average rate of saving is less 
than Cr. 

A Samneleon Model. 

We may contrast the generalised Harrod model of equations 
(8) and (9) with what we may call a generalised Samuelson model. 
That model is based on the assumption that income of any period 
equals expenditure in that period, so the generalised Samuelson 
model is 

Y, = E, .( 12 ) 

This model is a substitute for Postulates 3a, 36 or 3c of Harrod’s 
system. It says essentially thaj) income is equal to expenditure 
rather than that income is determined by entrepreneurial decisions 
based on the behaviour of expenditure. We can easily appraise 
the behaviour indicated by a Samuelson model under Harrod’s 
Postulates la and 26 as expressed in equation (10). Combining 
equations (10) and (12) we get: 

Y,^E,^Y,-8Y,.^+CriY,-Y,.i). . (13) 

This equation has the solution 

. 0 ^) 

that is ^ exactly as in the Harrod model. Furthermore, as 

in the Harrod model this solution is .unstable since in (13) a 
1 -unit increase in in(x>me on the right-hand side will bring about 
a 1 -f Or-unit increase of expenditure and therefore of income in 
the same period, which will bring about a (1 -f C,)*-unit increase 

* This inoonftiBtency was pointed out by Baumolt op. eU,^ p. 507» footnote 1. 
If aaving equals sF| rather than sFi.i, the warranted rate of growth 

— rather than » 
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of expenditure and income in the same period and so on od 
infinUum. Oiven Hatrod’s assumption as to the timing of 
investment and saving, the Samuelson model yields exactly the 
same results as does the Harrod model, except that the system 
will immediately explode in the Samuelson model, while income 
in the Harrod model will grow at a finite but ever-increasing rate. 

The instability in this case is induced by the dependence of 
investment on income of the same period.^ If it is then assumed 
that investment expenditure of period t depends on the change 
of income of previous periods the explosive process which in the 
previous case was compressed within a single period will now 
operate only gradually from period to period. 

Thus suppose we change Harrod’s assumption expressed in 
Postulates 2a or 26 to : 

Postulate 2c, Ex ante investment of period t = — 

This dififers from Postulates 2a or 26 only in that the investment 
effect of a change in income is lagged one period. Then 

U, = C,{Y,-^-Y,.,)-Y, + (\-s)Y,.^ . . (16) 

If we substitute (16) in the general Hatred model (9) we find 
that there will be a warranted rate of growth only if (<7, -f 
!—«)*> W,. If that condition is fulfilled there will be two such 
rates of growth O^i and smaller of these will be 

unstable, and the larger will be stable in the Harrod sense. 

Insertion of Postulate 2c into the Samuelson model yields 
similar behaviour. There is no warranted rate of growth unless 
(C7, -f- 1 — «)* > 4Cr. If that condition is fulfilled, then the same 
two rates of growth O^i and 0^^ were warranted rates in the 
Harrod model will be components of the solution in the Samuelson 
model. 

The similarity between the Harrod model and the Samuelson 
model is no ocuncidenoe. It follows finm the fundamental con¬ 
struction of the two modelt. The Harrod model says that when 
expenditure equals income the rate of growth is continued, i.e., 

* This has been pointed out by J. R. Hicks, “Mr. Harrod’s Dynamic Theory,*' 
Eeonomica, (K.S.) XVI (62), May 1940, p. 210. 

. y, _ O, + 1 - » - V(0, + 1 - •)» - 4C, , 

-^- - - 1 

and <?., « * _ 1 

Note that Cp ^ 4 and « ^ 1 are sufficient, but not necessary conditions for the 
existence of a warranted rate of growth. 
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it is a warranted rate of growth. The Samuelson model simply 
says that income equals expenditure. But when income equals 
expenditure then according to Mr. Harrod’s definitions and 
postulates the rate of growth has been justified; so what the 
Samuelson model says will happen the Harrod model considers as 
a normal development from which deviations occur. If there is 
a steady rate of growth that satisfies the Samuelson model it will 
be a warranted rate of growth in the Harrod model. If a given 
rate of growth is unstable in one, then it is unstable in the other. 
If the Samuelson model can be satisfied only by oscillating 
movements the same will in general be true of the Harrod model. 

This similarity makes further investigation of the generalised 
Harrod model much easier, since we can perform our analysis on 
the simpler Samuelson model and carry the results over to Mr. 
Harrod’s system.^ The author has previously investigated the 
conditions under which steady growth is possible in a Samuelson 
model.2 From that analysis it may be concluded that although 
Harrod’s two theorems do depend upon the particular assumption 
he made about the timing of saving and investment, substantially 
the same theorems may be proved in the general case of current 
expenditures depending on past levels of income, but with some 
qualifications concerning the size and timing of propensity and 
accelerator. 

In order to illustrate the manner in which the timing and size 
of propensity and accelerator influence the time shape of income 
as indicated by a Samuelson or Harrod model we may consider 
the following generalised system. 

Suppose there are two types of expenditure in the system 
which we may call consumption and investment, respectively, 
although we are much more interested in the manner in which the 
two types depend on the levels of past and current income than 
in the objects of expenditure. 

Postulate L Consumption expenditure of time period t = 

Postulate II. Investment expenditure of period t = 

4 ” 4 " • • • • 

4 “ 1 Tt^p^g). 

^ This is essentially what Mr. Hicks has done, op. cit. Unfortunately Mr. 
Hicks assumed a highly restrictive conditio/i on the accelerator to get the minimum 
rate of steady growth (p. 113). Consequently, his system is not unstable in the 
Harrod sense. 

• See footnote 5, p. 725. 
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. Postulate III. A. Samuelson model: 

.( 12 ) 

B. Harrod model: 

. . . (16) 

(all terms as previously defined). 

In these relationships we may call a the propensity to consume 
and c the current accelerator, p the consumption period and q the 
investment period. The adjoining T's in Postulate II cancel out 
so that Postulate II can be written : 

Investment expenditure of period t = c(Yt^p — Yt^p^g). 

For these postulates of which Harrod’s postulates can be con¬ 
sidered a special limiting case with = 0 , we may state the 
following as the closest we can get to Harrod's theorems : 


Generalised Theorem I. A warranted rate of growth, G„, 
exists if and only if 

-^--(a + c)>l .(17) 

p-\-q 

and 


qc 

P 


r 9 

LP +9 


{a + c 



(18) 


Generalised Theorem II. If one warranted rate of growth 
exists, another one also exists. The larger of the two, G, 
which may be called the dominant rate of growth, must 
satisfy the condition 

. . . • ( 19 ) 

ir 

The smaller (minor) rate of growth will be unstable, and the 
dominant rate stable in the Harrod sense. ^ 


Notice that for a given a and c such that a c > 1 and for 
given q we can, by choosing p sufficiently small, make sure that 
conditions (17) and (18)_ will be fulfilled. Harrod assumed 
essentially that p -- 0 and (usually) that o + c > 1. Under these 
assumptions Harrod was sure to find steady growth possible in his 
system. Furthermore, as condition (19) indicates, as p gets 
smaller the dominant growth factor over the income plus invest¬ 
ment period gets larger, and as p approaches 0 , ^ increases without 
limit. But for ^ to increeise without limit corresponds to Theorem 
2 . Therefore under Harrod’s assumptions of p = 0 and o -t- c > 1 
his two theorems are valid. 

^ See reference of footnote 6, p. 725 for proof of these theorems. 
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Under more general assumptions as to the size of p and a -{■ c 
Harrod’s theorems must be qualified. The necessary qualifica¬ 
tions are indicated by (17) and (18). We may define Cr as the 
vUimate accelerator, the amount of additional capital required 
for each additional unit of production per unit of time. Of 
course Cr has a time dimension such that (7, for a year is 1/12 of €> 
for a month and 1 /62 of U, for a week. In contrast to the ultimate 
accelerator Cr, is c, the current accelerator. If $ is the length of 
the investment period then qe = Cr. 

The interaction of propensity and accelerator and their 
respective timing can be related to Harrod’s first theorem as 
follows: 


For @ven non-zero values of Cr, p and q, a warranted 
rate of growth will exist, provided a is large enough. 

For given non-zero values of p, q and a, a warranted rate 
of growth will exist, provided C> is large enough. 

For given non-zero values of p, a and Cr, a warranted rate 

Q 

of growth will exist, provided q is short enough, and — > e, 
the base of natural logarithms. ^ 

For given non-zero values of o, U, and q, a warranted rate of 


Q 

growth will exist, provided p is short enough and a 1. 


The above qualifications of Mr. Harrod’s Theorem 1 are 
important principally if the propensity to consume or the ultimate 
accelerator is small, or if investment is a long time being put into 
place relative to the income period. For example, if it should 
take about five years for investment to be put into place, and 
the ultimate accelerator on an annual basis is of the magnitude 
of 2, and if o < 0'60 then steady growth is impossible however 
short the income period, for c < 0-40 and therefore o -f- c < 1. It 
is important to note that the relevant investment period is not a 
decision or use period, but the length of time it takes to make the 
expenditures for investment induced by a given period’s increase 
in income. 

If a warranted rate of growth exists, Himrod’s second theorem 
is substantially true for all practical purposes. Harrod found 
that any departure from a warranted rate of growth leads to a 
greater subsequent departure. We find that this is true of a 
minor rate of growth but not for a dominant rate of growth. 
But for any realistic values of the relevant constants the dominant 
rate of growth, when steady growth is at all possible, will be so 
huge that for any moderate initial rate of growth the rate of 
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gnn^ is unstable in the Harrod sense unless stabilised by some 
factor not yet considered. The most promising candidate for the 
role of stabiliser is price. 

Price os StabilMer, 

In both the Hatred and Samuelson models when rates of 
growth increase firom a given initial rate they do so because the 
combined consumption and investment expenditure in each 
period exceeds the income produced in that or in the preceding 
period. But suppose increasing expenditure tends to raise prices 
as well as to call forth greater production. When prices rise a 
given increase of expenditure brings out less than a proportional 
increase in production. There will then be required a correspond¬ 
ingly smaller amount of new investment. As a result increasing 
prices may halt a runaway movement in the rate of growth of 
income and stabilise it at a moderate rate of growth, or even 
cause income to oscillate cyclically instead of growing steadily.^ 
The remarkable feature of price as a stabiliser is that a relatively 
small degree of price flexibility may be sufficient to stabilise a 
highly explosive situation. 

The manner in which price flexibility can stabilise an other¬ 
wise explosive situation can be illustrated by a simple example. 
Suppose there is no tendency to save whatsoever, the propensity 
to consume being equal to unity. Further suppose that Ct = 2, 
and the consumption and investment periods are each equal to 
one time unit. We may assume that the accelerator operates 
only on changes in real income, so that accelerator-induced real- 
investment expenditure of period t is : 

Pt-J 

where pt is the price level of period (. We also assume that this 
real expenditure is to be translated into money expenditure at 
prices of period < — 1 so that money expenditure of period t is 
given by: 

+ ... ( 20 , 

If prices are constant, then (20) implies, in a Samuelson or 
Harrod model, two warranted rates of growth — 0 and 
G'l,* = 100%. Any initial rate of growth of real income less than 
100% per year will then lead to subsequent rates of growth larger 

* 8«e reference of footnote 6, p. 725, pp. 188 el eej. for a discussion of price 
flexibility m a stabiliser. 
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than the initial rate, i.e., the model is unstable in the Harrod 
sense over initial gro-wth rates of real income between 0 and 
M)0%. 

If prices are not constant, however, the situation is altered. 
Suppose, for example, that prices respond to an increase of 
expenditure in the following manner. An increase of expenditure 
will call forth increases in prices and in real output equal to each 
other. Thus a 21% increase in expenditure will call forth a 
10 % increase in real income and a 10% increase in the price level 
(MO X MO = 1*21). Under these conditions (20) will be stable 
in the Harrod sense. Any initial rate of increase in real income 
will lead to smaller subsequent rates of increase. Thus a system 
that is highly unstable if prices are constant becomes stable in the 
Harrod sense when prices vary. 

Let us see what makes the difference between the two cases. 
Suppose as initial conditions in both cases a 2% growth in real 
income. With constant prices in (20) if r ,_2 = 0-9804, and 
Y(-i— 1-00, then U, = 1-0392. The Samuelson model, (12), 
indicates that Y, = 1-0392, so that the initial rate of 2% leads 
to an immediately following rate of about 4%. In the Harrod 
model (8), if T, = 1 -02, we see from (9) that 17« > 0 so that 
> Of Therefore we know that the initial rate of 2 % will 
lead to a subsequent rate greater than 2%. 

Under the second assumption, that price varies with real 
income, we may assume as the corresponding initial conditions : 

^^* = 0-9804, ^ = 1-00, p<_i==l-00 , so that (20) yields 

Pt -2 Pt-x 

Et — 1-0392 just as in the previous case, but this increase of 
expenditure of 3-92% will, according to the assumption on price 
behaviour, imply a price rise of 1-94% and a rise of real income of 
1-94%. The initial 2% rise of real income has not been sustained. 
If then we repeat the procedure using any other initial rate of 
growth we will find that the subsequent growth of money expendi¬ 
ture in this model when prices change as assumed must be less 
than twice the initial rate of growth of real income, and when the 
growth of money expenditure is broken down into an equal price 
rise and real-income rise, the rise of real income will be smaller 
than the initial rise. If we tried for example a 10% initial 
increase of real income and price in (20) it would lead to an 18-2% 
increase in money expen<fiture, which in turn would bring about 
only an 8-7% increase in real income and a 8*7% rise in prices. 
Thus (20) in conjunction with (12) leads, under the price behaviour 
assumed, to a sequence of incomes such that each period’s rate of 
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growth is smaller than the preceding period’s, so that the rate of 
growth tends towards 0. 

So long then as present expenditures are based on past prices, 
a price rise can stabilise a rate of growth that might otherwise 
have led to even greater rates of growth. The familiar phe¬ 
nomenon of forced savings arises, buyers get less for their money 
than they intended to buy. If, however, the buyers refuse to be 
frustrated, but raise their expenditures in proportion to the rise 
of prices then prices cannot act as a stabiliser. If the money 
supply permits such behaviour there will ensue an inflationary 
process whose speed will be governed by the rapidity at which 
the spenders readjust to the new price level. 

We may conclude that Mr. Harrod’s theorems yield valuable 
insights into certain unstable relationships that can exist in an 
economy in which some expenditures depend on the rate of 
change of income. But whether a warranted rate of growth 
exists or not dei)end8 on the timing and magnitude of the various 
t 3 rpe 8 of expenditure, and on the behaviour of prices. Similarly, 
although it seems reasonable to believe that timing and magnitude 
of the expenditures are such that a moderate warranted rate of 
growth w^ould not be stable in the Harrod sense, yet that in¬ 
stability may be moderated by price flexibility if purchasers 
cannot or do not immediately increase their expenditures in 
proportion to a rise in the price level. 

Sidney S. Alexander 

International Monetary Fund, 

Washington 25, D.C,, 

U.S,A. 
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SOME OBSERVATIONS ON PROBLEMS OF HILL AND 
MARGINAL LAND 

Attention has recently focused, both in Parliamentary 
debate and in Press discussion, on the problem of a fuller use of 
the hill and marginal land in this country. Such discussion 
usually leaves a vague impression that given goodwill, rather 
more effort and some minor adjustments in agricultural policy, 
these areas could become a large potential source of increased 
livestock production. Beef herds are usually mentioned, with 
the inference; undoubtedly true, that such an increase would 
serve to lighten the austerity of post-war food conditions, and 
contribute substantial encouragement to the precarious balance 
of food supplies in Europe. 

This marginal iwoblem in its entirety has been compara¬ 
tively little analysed in full detail, though its importance has 
received much lip service. 

At the root of the problem, capital and its nature, especially 
the peculiarities attached to agricultural capital, provide the 
real key to the fundamental difficulty inherent in this type of 
land. So closely are ecological considerations bound up with 
the examination and findings of the capital problem that it is 
difficult to say where, if at all, precise boundary lines occur 
between the geographical disability and economic opportunity 
with which the problem is so closely bound up. 

Hill and marginal land comprises some 34% of the agri¬ 
cultural land of this country, the areas concerned providing a 
surprising similarity of underlying economic feature. 

1. Hill and marginal land is invariably an area of low rate¬ 
able value per head. The disability that this factor brings is 
one of the most noticeable social features of such areas. Dis¬ 
ability may include inadequate or non-existent main drainage, 
sewage or water supplies; out-of-date and insufficient housing; 
old-fashioned social amenities; iU-balanced educational facilities 
of ail types; lack of good transport services—and often lack of 
suitable roads to admit them—and like disadvantages. 

It is an attempted remedy of these factors to which grants 
for marginal land improvement—distinct ftom producer subsidy 
such as hill sheep and cattle subsidy made to hill farms pursuing 
a definite sheep policy—subscribe. Far too often marg in al 
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grants are confused with or represented as grants to the agri¬ 
cultural industry as such. In point of fact they more often 
invade the province of local government authority, often itself 
contending in inadequate resource with the angular problem 
that low rateable value propounds, rather than agricultural 
provinces more precisely defined. 

Owing partly to the above factors, and to others more widely 
social in its strict sense, marginal areas tend to a drift of popula¬ 
tion of all ages and skills towards more favoured places. In 
villages and the small country towns population of a retired age 
group tends to replace them numerically and less skilfully. This 
replacement population reflects both the availability of houses or 
lack of them in other more crowded parts and an increasing 
demand for relief from congested urban places at retirement. 

This replacement population is able and willing to offer 
capital investment in housing that tends to create artificial 
values in this repect, operating against local competition. In¬ 
filtration of skilled ancillary trades inseparable from agriculture 
into the area is thereby lessened. Skilled craftsman infiltration 
in any trade is in any case becoming very rare. A degree of 
instability tends to be present in such areas which does not in 
point of fact occur in industrial urban areas as distinct from 
residential ones. 

2 . Hill and marginal areas are places of economic paradox. 
Many indispensable services cost more—^road mileage, for instance, 
with its small but definite effect on retail prices. Service facilities, 
from those enterprises engaged by domestic consumers to whole¬ 
sale provision, such as bulk fuel, repair of agricultural imple¬ 
ments and facilities provided for rural businesses, are others. 
Such servicing firms rightly add, directly or indirectly, travelling 
time and higher incidental costs to their customers’ accounts. 
Further, extra wages or incentives are often paid to operatives 
and fitters capable of the higher skills, whose employment away 
from urban centres necessitates additional payment. Conversely, 
the loss in many ways occasioned by lack of such skills, or the cost 
of long and expensive haulage to urban centres providing them, 
is a little assessed additional item in the progressive hill and 
marginal land farmers’ cost of production. Thought will provide 
many more examples of this peculiar costing feature characteristic 
of such areas. 

Geographically and climatically such areas possess less earn¬ 
ing power, a factor more pronounced for the farmer than for 
other occupations with less at stake under short-seasoned skies 
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and belated springs, but present, nevertheless, for all oooupations 
in the areas concerned. In some trades and proiessions, of 
which butchering, general medical practice, trades catering fw 
seasonal requirements—catering establishments, craft businesses 
and the like—are obvious examples, the decreased earning capacity 
in these areas, compared with more favoured ones, has a statis¬ 
tical basis, i.e., low density of population, less incidence of 
specific demand, less proportionate use for specialised skills or 
expensive equipment, on which degrees of profitability ulti¬ 
mately depend. Conversely, the lack of such provision may 
adversely affect the amenities of such areas for potential earning 
power. Within the range of occupations and professions con¬ 
cerned, stocks of trade and occupational commodities, spares, 
replacements and incidentals, are required equal to areas of 
greater statistical earning power, and occasionally to insure 
against severe weather conditions, delay in supplies, and to 
benefit from discount and other rates related to quantity supply, 
larger stocks have to be held than might be considered usual. 
The unit size of these occupations may conceal the operation of 
this factor, but an estimation of work output per man hour 
against deadstock investment will often provide a mental jerk 
on this point. In addition, the quality of such accessories, 
especially those destined for outside use, must be relatively more 
durable than those for more favoured places, or, conversely, the 
depreciation rate is often higher in practice, with a shorter working 
life on lower potential output. This factor involves a higher cost 
consideration, which should not be ignored. 

Present in such areas are modem discrepancies, small perhaps 
in themselves, which collectively contribute towards that “ les¬ 
sened resource ” which is the underlying distinction of the mar¬ 
ginal problem. In such areas, for instance, a tendency towards 
seasonal profits, and a tradition for the seasonal payment and 
collection of monies of various kinds, which assorts ill with the 
prevailing tendency for weekly payments, whethw of retail 
accounts, fashionable hire purchase amongst wage-earners or 
pa 3 mient for National Health Insurance premiums. Such 
matters, even in the field of the small items which they cover, 
have an appreciable bearing on liquid-cash requirements, moimy 
estimations and returns of all kin^. They play a definite part 
in the overall effect. 

3. Hill and marginal tande are •areae of unpredictable require¬ 
ments. It is here that the hill and marginal farmers meet the 
full impact of their jHroblems. No amount of foresight or skiU, 
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for‘iuBtanoe, can prevent the need for purchased fodder after 
periods of unseasonable weather. Drought, snow, rainfall, 
frosts—all have occasional local and immediate disaster values 
for all farmers, but to hill and marginal farmers with less resources 
risk is proportionately greater. Individual foresight directed 
against such contingencies, rather than use of the easier method 
of “ experienced gamble,” may well super-impose a trying cost in 
itself. Modem practices such as leys and long-term re-seeding, 
provide a partial answer. Such provisions not only incur high 
installation costs but also fail to evade practical economic 
repercussions. Prof. Ashby’s assertion, for example, which can 
find support from practical experience, that the cost of substan¬ 
tial establishment of leys can be recovered only by liquid milk 
sales is certainly one to be borne in mind when other systems 
of farming, with other capital requirement corollaries, are con¬ 
sidered. In alternative systems to that of dairying, re-seeding 
and ley farming are often professed keystones, and economic 
findings supported by practical experience, such as Prof. Ashby 
demonstrates in the case of re-seeding, should not and must not 
be ignored when extension of the use of hill and marginal land is 
under consideration. 

4. Farmers in marginal areas are denied access to the cash-crop 
facility available in more favoured areas. 

Cash crops, where they can be grown, can be varied to suit 
the cash needs of the unit, as they vary firom year to year. Cash 
cropping in more favoured areas has a lower cost of production 
compared with the parallel stock investment, and its lower rate 
of cash realisation in marginal areas. 

In hill and marginal areas it is therefore not surprising that 
financial improvisation, especially in the farming systems classi¬ 
cally practised, has reached a high degree of skill amongst those 
whom time and the tests of time have left intact as productive 
units. These improvisations—substitutions as we have seen for 
the cash cropping of other areas—^prevail as part of the occupa¬ 
tional make-up of the individual. The term ” marginal farmer ” 
has recently been used as one of mild disfavour, whereas it is 
indicative of a financial acumen and flexibility in the niceties of 
profit margins which is not only unparalleled, but also largely 
unrecognised. That its prowess is financial rather than agri¬ 
cultural is a recognised factor of occupational survival in such 
areas. Whether or not this feature contributes to the most 
desirable farming system firom a national standpoint in such areas 
is a debating point of some interest. It is difficult to see what 
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other short-term improvisation can be adopted which will be 
sufficiently flexible to withstand incidental changes. Short¬ 
sighted a national policy must be which does not admit a reason¬ 
able prosperity for such areas, avoiding the constant anxiety 
which the pressure of factors over which the individual has 
little or no control must bring. For this improvisation “ in-and- 
out ” farming is the term most economists employ, though the 
distinction “ trade farming ” and “ commodity farming ” may 
be preferred to denote alternative systems. In days which 
rightly demand attested stock, and attach the highest prices and 
returns to pedigree work, it is probable that this improvisation 
factor has met with a rebuff which would become even more 
apparent should the hill-farming structure proper require re¬ 
assembly after subsidy removal. The marginal structure has 
already been required to meet this point, reflected as it is in the 
present relatively lower profitability of marginal farming over 
other types. Local auction markets themselves react to local 
conditions, and thereby remove a resource which might be used 
to counter local disabilities, such as weather losses, unprecedented 
and unprofitable fodder purchases, etc. ' No guaranteed price, 
nationally provided, touches this point. Moreover, the higher 
value of specialised product also invariably incurs a higher 
initial outlay, to which cattle are no exception. The introduction 
of a self-replacement system into a herd previously maintained 
as a fi 3 ring herd, or a sale and replacement in a herd of a higher 
grade of cattle, or an alternative breed, are all indications of the 
close relation between capital requirement and income level which 
prevails in the farming industry. Low-priced establishment of 
herds of any breed is all too often productive of unreliable stock; 
in the cattle world this means loss at some point.. 

The risks and disabilities of speculative dealing as a means 
of livelihood are too self-evident to merit more than passing 
attention. It is sufficient to say that they serve a purpose in 
the farmers’ world, but their function and services should be 
considered as an ancillary trade, and not as either a side-line 
for established farm units or, even less, a system to which farmers 
may turn in unprofitable times. Hill and marginal areas lend 
themselves particularly to the substitution of trading methods 
and practices. Wherever it occurs it should be considered a 
sub-normal type of good farming practice.' 

5. Labour forces in hill and margined, systems. In hill and 
marginal areas ” family farming ” is a well-established type in 
which all the forms of industry retrenchment and industry defences 
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can be most readily introduced. Whether a contemporary wage 
structure, an inclination to leave the family holding at an earlier 
age than hitherto and other purely social considerations will not 
weaken family labour resources remains to be proved. The 
feature of inherited capital has hitherto marked the economic 
distinction and disability of marginal areas, particularly in 
relation to deadstock considerations. The durability of simple 
horsedrawn implements is self-evident. Motorisation, even more 
than mechanisation, incurs maintenance costs which may be 
disproportionate to the amount of true profit it can earn. Re¬ 
placement to avoid obsolescence, a depreciation time factor 
related to the cost and provision of spare parts are relatively 
new considerations with a range of potential effect on profit¬ 
ability. Where motorisation rather than mechanisation of the 
farm unit is undertaken, repercussions on farm profits are likely 
to become increasingly evident. Possibly these effects may be 
destined to be ascribed to more superficial though less exact 
reasons. At this point the need for technical education capable 
of endowing a rising generation with the power of analysis in 
relation to their skills becomes evident. 

The lack of technical and other types of specialised education, 
which is a feature of marginal areas, here takes its place in the 
circle of disabilities. The cost of remote rural education, whether 
established forms or part-time specialities, particularly of a 
technical nature, is an example of the special disadvantage remote 
situations incur. 

Where small hardy family farm units occur in source-land and 
lateral valley headlands, such units are particularly prone to 
family migration to more favoured units. Provided such families 
are replaced by similar, or potentially similar, units this is an 
entirely desirable progression. Modem fashion, however, is less 
tolerant of hard years in the remote uncompromising austerity, 
which this type of settlement entails. While in profitable eras the 
size of headland holdings tends to increase by the acquisition 
of neighbouring holdings, when such migration occurs, the lower 
ring, geographically, of this type of holding tends to appreciate in 
rental value in a given district. The comparatively high 
rental values allied to lack of cash-crop facility promotes a 
permanent state of affairs where little capital for expansion 
is readily available. In most of these types of holding capital 
investment judiciously undertaken either by landlord or tenant 
could produce a high degree of increased output in a compara¬ 
tively short time. It must not, of course, be promoted to a 
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degree where a change of system is incuired or contemplated. 
It is at this point that the effect of the intensity and disposition 
of capital, both fixed and working, appears. The point at which 
either the laws of increasing or decreasing returns come into 
operation at a varying time limit demands economic acumen 
which is rarely the endowment of either landlords or their ten¬ 
ants. In point of fact, where holdings are merged, aU too often it 
is the converse which is the case. Rarely is an acquired holding 
of the headland tjrpe, when added to an existing unit, developed 
to the hilt. Successful tenants who move on are, moreover, 
often those who have tended most to deplete resources. Merci¬ 
fully this type of holding is not unduly prone to any form of 
land “ mining.’’ Overstocking, especially with sheep, brings its’ 
own nemesis in the form of lessened values and high death rates. 

6. General factors affecting MU and marginal areas. A word 
is indicated on the particular factors sheep farming proper brings. 
Its main disability (without subsidy assistance) is the seasonal 
money return, derived from lamb and draft sales, wool sales 
and the like, in relation to an increased weekly requirement 
of cash resources. This point has already been noted under 
section 2. Secondly, hill sheep farms require a skilled and a 
seasonal labour force no longer forthcoming, and thirdly, there 
is an apparently greater profitability in, and certainly a greater 
social inclination towards, dairjdng systems wherever they can 
be introduced. This third point can be dangerously illusionary. 
HiU dairying is too often productive of poor-quality milk which 
the consumer, as well as the dairy farmer jealous of a high reputa¬ 
tion for the dairying industry (as who should not be?), both 
rightly deplore. Side tracking such as improvised or part-time 
dairying masks the hill and marginal land problem, and, more¬ 
over, provides financial improvisation by means of the production 
of a poor product—a very undesirable feature. The sheep farm 
proper, disregarding subsidy questions, probably reaches as near 
the goal of available cash crop—the desired objective—as any 
other one type of hill or marginal system. 

To this structure of relatively low earning power and 
relatively stable conditions, m which a traditionally simple 
standard of living and spending plays a large part, comes a 
demand for extension of production per acre. Present require¬ 
ments favour this extensiop mainly in the form of hardy breeding 
cattle, capable of furnishing store animals for the finishing 
markets of the lower country. 

It is profitable to endeavour to decide exactly where the extra 
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capital involved will fall within the structure, and at what point 
profit will be derived in relation to costs of production. 

As a preliminary to the brewing and rearing of large extra 
numbers of beef animals a proper provision of at least a proportion 
of stock-proof fences on each holding y or their refurnishing y is essen¬ 
tial. Grazing can be well conducted and reasonably regulated 
only where some degree of control can be extended over various 
classes of animals, even in large areas. Especially is this the 
case where bulls are run with herds or with bunches of heifers, 
as is indispensable for beef ranging. Secondly, a reasonable 
resting period for grazing areas reduces the incidence of worm 
infestation in particular, and allows secondary grazing to be 
carried out with some degree of accuracy. Even the systematic 
rednstallation of boundary fences would in many cases and in 
the most remote parts prove a financial conundrum were the 
matter to be painstakingly remedied. The present trend towards 
the use of wire fences is no proper solution, owing to their de¬ 
terioration in severe snowstorms, high rate of depreciation, lack 
of shelter facilities and in general the short life of wire erections. 
Blame allocated, however rightly, to the past is no remedy for 
the deficiencies of the present, and deterioration of fencing is a 
long-term symptom of land deterioration well rooted in the past. 

The Agriculture Act 1947 and marginal land grants give 
some degree of remedy, provided incentive for the task is forth¬ 
coming. Rightly regarded, the hill sheep subsidy should be 
used in part for capital purposes, but this pre-supposes a per¬ 
manent and not temporary type of fence, not subject to short¬ 
term depreciation. Stone walls or stout posts and rails are 
therefore preferable. There is little evidence that in marginal 
areas the sheep subsidy is regarded as capital supplementation, 
although a degree of wire-fence erection is being undertaken at 
tenants’ expense. For the permanent type of provision there is 
a further complication between tenant and landlord—allocation 
of capital responsibility. *To the latter no direct form of assist¬ 
ance is available, although some assistance on a group basis is 
available under complicated regulations. 

2. Capital sums required to provide and instal beef catUe herds. 
That the cattle would be forthcoming should real demand be 
there is a matter which could safely be left to the capability of 
the dealers and suppliers ancillary to the agricultural industry. 
This inter-industry trading capacity has a resource which should 
not be under^timated, but it is essential that a right degree of 
potential profit margins should be forthcoming. The point on 
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which hill fanners are likely to hesitate *is the long-term lock-up 
character of such a capital undertaking. Some three or four 
years may well be expected to pass before the first profits fall 
due. Even if proportionate turnover of capital by re-sale of a 
section or special part of the purchase were undertaken, this 
involves inconvenient overheads such as haulage, herding and 
so on. It is at best an improvisation based on the long-term 
financial prospects of the undertaking, “ in-and-out ” farming in 
fact. As an improvisation for cash cropping in hill and marginal 
areas this type of farming has already been discussed. Beef 
cattle need established familiar surroundings to thrive to the 
best advantage, and short-term changes have more influence on 
weight-for-age and grade than might be casually supposed. The 
serenely bred animal reared in familiar surroundings is altogether 
a better proposition from all viewpoints than the animal of the 
same type and breed who may have made two or three market 
changes before its finishing process. In times when a concen¬ 
trated finish of any kind is cut to a minimum this point has 
significance. Moreover, with the time lag on profit realisation 
involved, alterations in real values may have interposed, making 
an undue disparity between capital invested and subsequently 
realised profits. 

3. The question of ivinter feed. Winter feeding for increased 
numbers may involve either direct fodder purchase or one of 
the methods of meadow and pasture improvement or installation. 
With the practice of short-term leys, which has become common¬ 
place in more favoured parts, a ready supply of seeds hay for 
extra fodder in times of need could be left to inter-industry 
provision through normal trade channels. The question of price 
in this respect is dealt with later. 

4. The supply and housing of a suitable labour force. Beef 
production in high places is a better-proportioned proposition 
than the establishment of hill-type dairying. The headage that 
can be tended per man hour is commendably high, and employs 
instinctive capacities, an inherent “ stock-sense,” which is less 
speculative as a characteristic than true intelligence amongst 
those prepared to live in hill country. A true degree of intelli¬ 
gence is required to operate dairying units satisfactorily. More¬ 
over, alternative work is possibly less ayailable or attractive to 
the ” stock-sense ” type of worker. Modem intelligences appear 
to favour mechanised work, while the light-hearted operation of 
a jeep or land car may serve to keep the ” stock-sense ” type of 
worker in the place of his calling. 
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6 . Some comment on the effect of the womenfolks' attitude to 
these hill places should be made. There is no doubt that the 
superficial education of girls and young women, together with 
the effects of the newspaper, journals and cinema, with the 
combined bias they contribute towards a sophisticated and 
largely urban type of environment and menfolk, is a major 
infiuence in the ill balance in so many fashions from which hill 
and marginal land suffers. The country wisdom and human, if 
somewhat uncouth, kindliness which often characterise the 
outwardly rough and unpolished hill youngster makes less appeal 
to the country lass of contemporary years than perhaps to 
previous generations of women. The fact that natural selection 
in hill and marginal places is directed more on a type basis than 
towards material suitability, once a strong factor, is an observa¬ 
tion which may be made over the years in specific areas. The 
subtle interplay of such factors, the effect on marriage rates, 
ages and other biological data, may well have an effect on the 
depopulation rate of the countryside other than by definite 
migration. 

In addition, there are the special disabilities of remoter hold¬ 
ings to the farm housewife—the lack of modern amenity, the 
combination of outdoor and indoor work, the general incon¬ 
venience of a hard life in outdated premises, to say nothing of 
all too frequent dissatisfaction with specific requirements such 
as maternity and child-welfare services. These latter are only 
too often well below the standards which have come to be the 
accepted commonplace in the towns. While urban conditions, 
as such, are rightly unacceptable in the countryside, a parity of 
modem progress should be accepted as equally desirable for the 
remotely situated country mother as for her urban counterpart. 
All too often this is not so, and plays its part in the lessened 
number of women, young or old, to whom a remote life is 
acceptable or even tolerable. 

6 . Educational aspects^of hill and marginal life. It is some¬ 
times imagined that aesthetic appreciation of the countryside is 
allied to. the higher intelligence quotients, and that right education 
in itself would develop contentment with remote conditions. 
What appears more certain is the addiction of the lower intelli¬ 
gence quotients towards the place of their birth and breeding. 
This also is a matter of observation between those that stay and 
those that leave specific places. The points should be borne in 
mind by those who have the direction of rural education in hand in 
days of transition. It points in overall consideration in favour of 
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education authorities who hold the view—not that adopted as 
national policy under the Education Act of 1944—'that there is 
much to be said for a heterogeneous type of school life, rather than 
one of unilateral divisions. The comparative mixing of all types of 
intelligences would seem to have advantages as a preparation for 
the art of living in remote rural conditions. The comparative 
segregation of the best intelligences under the unilateral systems 
may well tend towards an attitude of mind favouring drift at a 
later age towards places of supposedly superior culture. 

Any factors which help to install a popular notion that farm 
life gives dejSnitely less advantages than that of the most manual 
of urban lives have a wide bearing on the whole question of 
provision and maintenance of the remotely situated labour force. 
Where purely social matters are concerned an incentive of high 
wages offered in hill places, even when both cash payment 
and perquisite are favourable in relation to the more intensive 
work required on arable farms (both rates related to basic rates 
and hours), makes little or no appeal. lU-balance of the social 
mind is not the least resolutely insoluble factor which a detailed 
examination of the problem reveals. There is no easy solution. 
The problem is fundamental when reduced to its simplest form, 
and, for such, evolution and the process of natural adjustment 
to circumstances are perhaps the only satisfactory answers. 
With the disintegration of accepted forms during an evolutionary - 
process. Nature is obdurately unconcerned. It may be debated 
whether anything less than the pressure of primitive forces of 
survival at work can reverse the present trend of drift and de¬ 
population in remote areas. Without such a halt the chance of 
a widespread extension of the present use of marginal and hiU 
land is not practicable, nor will extension of use Qccur in anything 
but fragmentary artificial forms, of little significance to the 
national need. 

There remains then the question of what constructive remedies 
can be applied for the extension of production systems in such 
areas. 

1. The continuation, by local authority encouragement, of 
such efforts to remedy all defects inherent in areas of low 
rateable value and specific measiu'es where practicable. 

2. The recollection that remote areas may need current 
advances in social measures, special services and costly public 
works, particularly adapted to meet special needs. 

3. The establishment and maintenance of financial guarantees 
where the product, such as beef, is a national neoesedty. This is 
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already a satisfactory policy in the current negotiation structure, 
and guaranteed prices. Means of production other than financial 
considerations must also be considered, of which quantity as 
well as type foodstuffs is a major requirement. 

4. Such special measures as may be needed to combat the 
underlying problem of deficient cash-crop earning power, or by 
so reducing specific costs of production as to counterbalance the 
effect. 

The fiaot that current results in large-scale State experiments 
in marginal land areas, such as the African groundnut scheme, 
have, even with State resources, difficulties with the amount of 
capital required, should be sufficient evidence to suggest that the 
difficulties have a common basis, economic in origin, inherent to 
marginal land. 

Over the whole problem the following reflections arise : 

1. Capital and credit facilities. That the subsidy of individual 
enterprise by grant or other means is not entirely satisfactory has al¬ 
ready been noted in considering the nature of marginal land subsidy. 
It follows therefore that it is the installation of improved capital 
facilities for individuals, with a steadiness of interest rates, which is 
a key factor in the matter. Such capital would be usefully avail¬ 
able as working capital, and not exclusively available on guarantee 
of land or real estate. Land or real estate guarantees are obviously 
not always available for tenants. In a banking system already 
theoretically nationalised a definite policy on a broader front than 
at present prevails would be of immense value and long overdue. 

2. Limitation of earning power. As has been shown, limita¬ 
tion of earning power is a crucially restrictive factor. State 
intervention for the encouragement of productive enterprise 
could profitably be directed towards a lowering of such extra¬ 
ordinary risks as have been shown to be inherent in such areas. 
The reversal of the present policy in lifting animal feeding- 
stuffs subsidies is thus indicated. Indeed, it is a matter of 
opinion whether such commodity subsidy re-imposed could not 
readily supersede headage subsidy, and would encourage the 
keeping of the optimum number to ensiire maximum profits. The 
keeping of stock is encouraged immensely by availability of 
reasonably priced foodstuffs, even in times where other factors 
are less propitious. Instinctive factors, never far from the 
conduct of the simpler systems of farming, play a part in this 
foodstuff availability incentive, in greater proportion perhaps 
than more orthodox financial incentives. 

With a subsidy on numbers, profits are statistically deter- 
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mined at present, and stocking can .possibly be subject to 
deliberate undesirable limitation. A low-priced foodstuff policy 
could possibly be allied to an altitude basis in somewhat the same 
way as the present sheep subsidy is. 

Such State intervention, superseding headage payments of 
all sorts, by providing a focus for the ebb and flow of conflicting 
conditions of such areas might well partially resolve deep-seated 
problems by the stimulation such a policy would bring. In so 
far that it is mainly altitude which deflnes the occurrence of 
this type of land it should not be diflicult to define the areas 
where such specified application should apply. More than any 
other one factor, cheap and plentiful supplies of fodder and 
feeding-stuff's could resolve other problems. Plans to grow these 
crops in situ in such areas are seldom practicai^le. Costs of 
production are no less a disability than the effect of temperature 
on germination. Ample feeding-stuff's enable the progression of 
cause and effect to provide play and interplay to the best 
advantage. Moreover, such a policy would interlock well with 
the structure of guaranteed prices common to the whole industry. 

No superficial platitudes unrelated to' the actual conditions in 
such areas will create the tide of incentive and enthusiasm 
required to bring extensive plans into practical being, and to 
final national advantage. 


J. M. Ritchie 



PROFESSOR GOODWIN’S MATRIX MULTIPLIERS 

In his interesting article, “ The Multiplier as Matrix,” * 
Professor Goodwin draws two significant generalisations, first, 
that “ there is no simple income-expenditure lag as ordinarily 
assumed in multiplier analysis ” (p. 653), and secondly, that “ the 
dynamical-matrix multiplier can be shown to have necessarily 
an oscillatory element in its behaviour ” (p. 538). I wish in the 
first section of this paper to point out that the first of these 
assertions does not logically invalidate simple-multiplier analysis, 
as it might seem to suggest, but rather represents a difference 
between the assumption of simple-multiplier analysis and matrix- 
multiplier analysis. In the second section of this paper I shall 
demonstrate that the second of the above assertions is incorrect, 
and that, on the contrary, the multiplier cannot have an 
oscillatory element in its behaviour, provided that no marginal 
propensity to spend is negative and that autonomous injections 
of expenditure are not of opposite sign. 

I 

1. An implicit assumption of the Keynesian system. Professor 
Goodwin shows, is that Say’s Law applies to firms (p. 643).® 
This means that ail firms’ receipts must be spent, so that money 
received by firms eventually finds its way back to income 

^ I have much benefited in the preparation of this paper from valuable 
discussions with Professor Fritz Machlup, and from mathematical advice from 
Professor A. H. Clifford. 

• Economic Journal, Vol. LIX, No. 236, December 1949, pp. 537-55. 

’ This, of course does not include firms such as banks, insurance companies 
and trust companies, to the extent that their output consists of securities 
rather than commodities. Such firms must be considered (to borrow a phrase 
from Dr. Oscar Lange) as having a zero, rather than a unit, marginal propensity 
to spend back to households, for otherwise savings would not constitute a leakage. 
Similarly, Say's Law does not apply, in the Keynesian system, to other non¬ 
income recipients such as governments and foreign countries, as it does in the 
classical system; that is, taxes and imports, as well as savings, are leakages in 
the Keynesian system, for there are no automatic mechanisms such as balanced 
budgets, balanced foreign trade and sensitive capital markets, to bring them back 
into the income stream in the form of government expenditure, exports and 
investment. For the concept of a ** marginal propensity to spend back " see 
Oscar Lange, “ The Theory of the Multiplier,*’ E&mcmetrioa, Vol. 11, Nos. 3 and 4, 
July--October 1943, pp* 232-5; for the equivalent recently developed concept of 
an “ international refection ratio ” of. J. J. Polak, “ An International Economic 
System,*’ (abstract), Eeonometriea, Vol. 18, No. 1, January 1950, pp. 70-2, 
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recipients, in the form of wages and profits (including undistributed 
profits).^ 

A further assumption which most be made as soon as the 
Ke 3 meBian system is formulated dynamically is that income- 
propagation periods ^ are of uniform duration throughout the 
economy. As a special case of this assumption (but by no means 
necessarily) we may assume income recipients’ transaction 
periods’ to be uniform in length and non-income recipients’ 
transaction periods to be of zero duration; that is, we may assume 
that income recipients spend their receipts after a lag, whereas 
non-income recipients spend their receipts instantaneously. 
This is what Professor Goodwin feels is the usual assumption; * 
it is certainly not the assumption made, however, by Machlup, 
Angell and Villard.’ 

1 Ketained profits, sinoe they are a part of national income, may be regarded 
as paid by firms to earners of retained profits,*' as I have pointed out in my 
unpublished paper, “ The Multi-Fart Multiplier " (presented at the annual meeting 
of the Econometric Society, New York, December 28, 1949). The fact that 
marginal costs are Ic^ss than price, therefore, does not mean that firms* marginal 
propensities to spend are less than unity, as Professor Goodwin implies (p. 544), 
It is only to the extent that changes in receipts are accompanied by changes in 
firms* debt-holdings that firms* marginal propensities to spend will be difierent 
from unity. Thus if the proceeds of receipts are used to retire debt outstanding 
(as in the case of depression conditions with excess inventory accumulation) or 
are accompanied by additional debt-creation, firms* marginal propensities to 
spend will be respectively less than or greater than unity. But ** internal 
financing, failure to disburse eaming§,** and the fact that ** marginal cost is . . . 
well below price ** do not in themselves prevent Say's Law from operating among 
firms, as Professor Goodwin implies (p. 543). Corporate income taxes will, 
however, make firms* marginal propensities to spend in effect less than unity, if 
the government does not spend the proceeds. 

• The income-propagation period is defined by Dr. Machlup as “ the length 
of time which it takes for the money in active circulation to complete a circuit 
fiow from inoome recipient to income recipient.** Frits Machlup, ** Period 
Analysis and Multiplier Theory,’* Quarterly Journal of Economies, Vol. LIV, 
November 1989, pp. 1-27, reprinted in Readings in Business Cyde Theory 
(Blakiston, Philadelphia, 1944), p. 208. 

* A transaction period, to extrapolate Professor Machlup's definition of the 
income period, may be defined as the period of time which it takes for the money 
in active circulation to complete a circuit flow from money-recipient to money- 
recipient. 

* “ ... we find that usually one lag is assumed, specifically the one between 
income and consumption. The obvious extension is to admit a lag between 
income [meaning, here, receipts] and expenditure for every industry as w^.** 
(Pp. 587—8.) This is also the interpretation of Dr. Metsler, who di«tmgM.ishiiii 
between the ** lElobertson sequence ’* in which ** household expenditure lags ** 
(income recipients* transaction periods) are predominant and ** output lags ’* 
(transaction period of firms taken as a whole) are negligible, and the ** Lundberg 
sequence ** in which the opposite is true^ of. L. A. Metier, ** Three l^igs in the 
Circular Flow of Income,** Income, EmploymesU and Bublio PoUcy^ Essays hi 
Honor of Alvin H* Hansen, New York, 1948, pp. 11-82. 

• Cf. Fritz Machlup, op, oU,, including p. 215fi, where refer«ice is made to the 
works of Professors Henry H« Villard and James W. Angell. 
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Beoause of his assumption of equal transaction periods,^ 
Professor Goodwin comes to the conclusion that there is no simple 
uniform income period, but rather a distributed lag which is 
composed of a series of transaction periods. Professor Goodwin, 
if 1 interpret him correctly; states his position as if his matrix 
multiplier showed that in reality it is transaction periods, rather 
than income periods, that are of uniform duration, and as if his 
analysis established the falsity of the simple-multiplier analysis.^ 
He makes this assumption for the sake of convenience; the 
simple (non>matrix) multiplier assumption is also one of 
convenience.® 

2. Though it may be a step closer to reality to analyse the 
flow of money by transaction periods, the assumption of equal 
transaction periods is, as Professor Goodwin realises, still 
unrealistic. It is possible, however, by means of a simple device, 
to allow for unequal transaction periods without unduly 
complicating the analysis. 

The lag between a firm’s receipts and its payments of wages 
may be expected to be considerably shorter than the lag between 
its receipts and its payments for certain raw materials and equip¬ 
ment. If a lag between a sector i’s receipts and its pa 3 anent 8 to 
sector j is twice as long, for instance, as the lag between its receipts 
and its payments to sector ife, then we may simply pretend that 
there exists a certain collecting agency I, through which the 
money passes on its way from i to j. Thus the payment from 
i to j may be regarded as split up into a payment from i to I over 
one period (i’s marginal propensity to spend to I being, in fact, 
i’s marginal propensity to spend to j), and a payment from I to j 
in the following period (i’s marginal propensity to spend to j 
being equal to unity). In this way we may insert into the 
economy as many goblins as we please whose sole function is to 
obey Say’s Law and hold up the flow of money ! 

^ I shall now make the assumption that all the lags Bi are the same and 
measure time in these uniform 4init-lag periods. The more complicated, and 
realistic, case of uneqtud lags may be solved in principle, but the gcuns in simplicity 
are great from taking them all to be equal ** (pp. 546-6). 

* One of the many uses which may be made of the dynamic-matrix 
multiplier is to illuminate the question of what is the nature and magnitude of 
the lag in the income flow in a society. The answer is that there is no one lag 
but many, endlessly compounded. . . . Therefore there is no simple income- 
expenditure lag as ordinarily assumed in multiplier analysis, but rather there is a 
distributed lag that iBpins out the consequences of any disturbance much longer 
than any inspection of industry or consumer lags by themselves would lead us 
to expect (p. 553). 

• <X., for instance, Frits Maohlup, op. cU,, p. 211. Dr. Machlup recognises 
that, in fact, the time interval between first and second income recipient will 
be replaced ^ a series of intervals of different length (pp. 211-12). 

No. 240. — ^VOJU Id. 3 o 
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For practical purposes it is desirable to assume a minimum 
number of different transaction periods. Let these transaction 
periods all be integral multiples of a certain standard period. If 
the length of this standard period is B, and if the r transaction 
periods are (or approximate) integral multiples of d up to rB, and 
if the economy is divided into n sectors, then at most (r — l)n 
collecting agencies will be inserted into the matrix. This may be 
shown in a simple diagram, where a circle represents any given 
sector of the economy, and each dot represents a collecting 
agency: 



The large arrows represent inflows of money from other sectors, 
and outflows to other sectors and their respective collecting 
agencies. Depending upon whether inflows come directly or 
through one or more collecting agencies, the transaction period 
will be shorter or longer. In this example there are four trans¬ 
action periods— B, 2B, SB and 4S —and each sector therefore has 
at most three collecting agencies. The third collecting agency 
has a unit marginal propensity to spend to the second, the second 
has a unit marginal propensity to spend to the first and the first 
a unit marginal propensity to spend to the sector of the economy 
under consideration. Any other sector’s marginal propensity to 
spend to the given sector is treated as a marginAl propensity to 
spend to one of the given sector’s collecting agencies, if the 
outside sector’s transaction period is a multiple of B. It may, 
of course, turn out that there is a lag of B and one of SB, but none 
of 2B ; it will still be necessary in this case, however, to provide 
for the intermediate collecting agency as if the 2B lag existed. 

Since existing time lags cannot be reduced to exact integral 
multiples of one another without assigning an infinite number of 
collecting a^ncies to each sector of the economy, the above 
refinement is still removed from reality. Nevertheless, our 
scheme should serve as a. close enough approximation to reality 
to suffice for practical purposes. In empirical woric it might' be 
desirable to reduce the number of sectors in order to allow for 
the introduction of collecting agencies; but the introduction of 
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colkJbting agencies, resulting as it does in the mere insertion into 
the matrix of at most (r — 1)» ones and the filling in of the rest 
of the enlarged rn X m matrix with at least m(m — 1) zeros 
(so that only m of the new matrix elements are non-zero 
elements—excluding any zeros that may appear in the original 
matrix), adds but little to the computational difiiculties involved 
in empirical work. 

3. From the preceding paragraphs we may draw the following 
conclusions. (1) If all income periods are of equal length, then 
there is a simple income-expenditure lag as ordinarily assumed 
in multiplier analysis. (2) If all transaction periods are of equal 
length (so that income periods are not of equal length—except 
as a special case), then the income period is, as Professor Goodwin 
shows, a distributed lag composed of a number of transaction 
periods. (3) Since, by definition, there is a uniform standard 
period (so that neither income periods nor transaction periods are 
of equal length—except as a special case), then both the income 
period and transaction period are, in the general case, distributed 
lags composed of a number of standard periods. 

Conditions (1) and (2) are both special cases of (3). It may 
be no more realistic to assume that transaction periods are of 
equal length, than it is to assume that income periods are of 
equal length. Indeed, as members of the Cambridge school 
have contended, there may very well be greater disparities 
among transaction periods than among income periods.^ Neither 
of these assumptions, however, is necessary for dynamic multiplier 
analysis. 

II 

4. Professor Goodwin divides the economy into units small 
enough so that each unit’s marginal propensity to intraspend 
(as I have called it) is zero, that is to say, that each diagonal 
element of the multiplier matrix is zero. Since therefore the 
trace of the matrix (which is the sum of its diagonal elements) 
is zero, it follows by a weU-known property of matrices that the 
sum of the matrix’s characteristic roots, being equal to the trace, 
is also equal to zero, and hence that not all the roots can be 
positive and real. Since there must be some negative or complex 
roots. Professor Goodwin concludes that “ not only may this 
system exhibit oscillatory behaviour—it must do so ” (p. 660). 

It is possible to demonstrate, however, that not only is this 
statement fiedse, but the converse is true. Let the matrix a have 


^ This observation was made to me by Dr. Maohlup. 
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all its eliMQdntB non-negative. Now the matrix multiplier HMy, 
as Profeasor Goodwin has himself shown, be written as a geometric 
series: 

dY(t) = [/ -f o a» + . . . -f . . (1) 

where dY{t) and dE are column vectors representing respectively 
the change in receipts at time t and the autonomous change in 
expenditure (mjections) in parts 1 to n of the economy, and where 
I is the identity matrix. It is assumed, also, that all the elements 
in the vector dE are of the same sign. 

Now since we assume that no element in a is negative, it 
follows that no element of any power of a can be negative, for it 
is impossible to multiply matrices with all non-negative elements 
and obtain s. product matrix with any negative elements. The 
geometric progression J -}- o -j- o* -f ... must therefore be mono- 
tonically increasing for every part of the economy. We have 
therefore proved that, as long as no marginal propensities to 
spend are negative and no autonomous injections are of opposite 
sign, not only may this system exhibit monotomtc behaviour— 
it must do so. Oscillations are, in this pase, impossible.^ 

6. It is an interesting fact, therefore, that we may have 
a system which necessarily has negative or complex roots, and 
which is at the same time necessarily non-oscillatory. The 
reason for this apparently strange result may easily be explained. 

The economy may be described by the following system of 
difference equations; 

dTj(t) = dE^ "1“ Of^-jdYiijt -— 1) -|- 

— 1 ) -f . . . -f- ai„dY^(t — 1) 

dY— dE^ -f- — 1) 

— 1) -f . . . -f Of^dYnit — 1) • (2) 


dYn(t) — dEn "i" (i^idY^{t — 1) “[■ 1 

On]^Yf(t — 1) -f- . . . -^-Oi^dYnif — 1)J 

> It is quite possible, nevertheless, for the elements /, a, o', . . . tkmtsdve* 
to form on oeoiUatoiy series (like a ripple), giving rise to “ jerkiness ” in the 
series / + o + a* • • • But such osoittatiiMis result mily from a single 
of ejqtendituie, and not from a constant stream of injections over time, rriiioh 
is tile assumption made in Professor -Goodwin’s article (p. Mft). It majr readily 
be seen, furthermore, that—givm zero initial values for the -vector of disburse¬ 
ments (ttiiioh imjdies no restriction, because the -vectors dTit) and dB repre se n t 
deviatitms firam initial values)—^if the vector dE'ia positive and 
increasing with time, or negative and monotonically decreasing with time, thme 
can still be no oscillations in dT(t), Osofllatums can therefore arise only if there 
is oscillation in tibe stream of injections (a single injection is really an oscillaiticMi, 
for it is a rise in disbursements from zero to the given level followed by a fall 
back to zwo). 
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wUeie dY^t) is the inoiement in the receipts of part t of the 
economy at time (, dEi is the autonomous increment in injections 
of expenditure in part i, and otj ^ is party’s marginal propensity to 
spend in part i. Defining e< as the proportion of the autonomous 
increment of expenditure in » to the total autonomous increment 
in expenditure, and h as the multiplier for the ith part of the 
economy, we have 

dE{ j I dYi 

e( = -—and h = ... (3) 

S dEi 

BO that equationB (2) may be rewritten 

ki(t) = «! + On*i(< - 1) + 

— 1 ) + • 

^*(0 ~ "I" 1) "f" 

— 1) • 


S dE{ 


+ - 1) 
+ 1) 


(4) 


kjt) — + o,^iki{t — 1 ) + 

®n2^s(^ 1) ■]■••• “i" Oimknit 1)J 

which may be written in matric form ; 

k{t) = e + ak(t — 1) .... (6) 

where k{t), e, and k{t — 1) are column vectors. 

The solution of the 83 r 8 tem of equations (4) is, as I have shown 
in “ The Multi-Part Multiplier,” the sum of the solutions of its 
static and dynamic parts, the static part being 


ki--^ 


( 6 ) 


where (following the notation of “ The Multi-Part Multiplier ”) 
A is the determinant of / — a and A'< is the determinant of the 
matrix formed by substituting the e vector in the ith column of 
I — a (according to Cramer’s rule). The dynamic part is given by 

-£,(«)= Sc.^A/. (7) 

i-i 

where the c<^’8 are constants determined by the initial conditions, 
and the ^’s are the roots of the characteristic equation 

|/A-o| = 0.(8) 

The solution we want is therefore 


fe(0=x+ .... (9) 


^ In “ The Multi-Part Multiplier ** I used the eqiiivalent notation 
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( 10 ) 


( 11 ) 


( 12 ) 


A'i/A’ • • • 

then (9) may be written in the more convenient form 

*‘(<) = ^*(l• • 

The initial conditions of the system are 

*:(0) = O'! 

h{l) = ej • • • • 

Given these initial conditions, we can determine, from (6), the 
value of every k(t). We thus obtain the progression 

k(t) = [/+ o + a* + . . . + a‘-i]e . . (13) 

From (11) wfe may derive, by giving i the successive values 0, 1, 
. n — 1, the system of equations 

Kii + '<'<2 + "I" • • • + (®) 

■(' '^<8^2 "i" '^<3^3 + • • • + (1) 

"H '‘isV + • • • + = 1<(2) ) (1^) 

KjjAj" ^ -j- K2A2" ^ "I- >(43^3’' ' -f" . . . " 4 * <ftoAn" ^ ~ l{(n l)j 
where 


W) = 


hit) 


_AVA 

(14) may be written in the matric form 

/fi2 

•<43 




(15) 


-1 

1 

1 

. 1 

Ai 

A2 

A3 . . 

. A,. 

Ai» 

A2* 

A,* . . 

. V 


A,»-i 

A,"-^ . . 

. A„”' 


■ 1 ,( 0 ) ■ 

li(l) 

1 ,( 2 ) 

' • • 

.hin-l). 


(16) 


The above matrix is known as the Vandermonde matrix. 

In a similar fashion, we may derive from (9) the multiplier 
for all sectors of the economy taken together, which may be 
written in the form 


where 


s A' 

^Lh,(<)=‘=^(i+^sjir^v) 


(17) 
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From (17) we obtain the matrix equation 


~1 

1 

1 

. . 1 “ 

-Kr 


~m - 

Ai 

A* 

As . 

. A. 



L{1) 

Ai* 

V 

As* . 

. A„* 



L{2) 



As»-> . 

. An-i- 

-K,u- 


_L(w - 1)_ 


I m 

- 1 .( 20 ) 

S A'</A 

t-l 

6. Before proceeding to analyse the general case, we may 
consider the special Keynesian case. We assume, therefore (as 
we saw above), that (1) Say's Law applies to firms and (2) income- 
propagation periods are of equal duration throughout the economy. 
We may therefore treat households as a closed system.^ 

Dividing households into n component parts, we may describe 
the economy by the above system of equations (2). The sum of 
all these equations gives us national income : 

S dYXt) dEi^i i audYAt - 1). . (21) 

Substituting (3) in (17) we may transform (17) into the equation 
for the multiplier for the whole economy : 

= 1 + S 2 aMt - 1). . . . (22) 

Now the Keynesian assumptions imply that each part of the 
economy has the same marginal propensity to spend, that is, 

n n 

that every 2 is the same for every j. Let every 2 = a. 

Then (18) reduces to the simple difference equation 


whose solution is 


S ki{t) = 1 + oiYkiit 1) 

i^ml « l-l 


<wil I — OC 


which is the simple dynamic multiplier. 

» 1 

In this case, 2 A'</A = ^-• Substituting this and (24) in 

i»i 1 — a 

(20) we therefore have 

L(t) .(25) 

» This was shown by Professor Goodwin for the static case (pp. 542-3). 
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Equation (19) therefore becomes : 

1 1 1 ... 1 

Aj A2 A3 ... An 

Ai* A3* A3* ... An* 


^Ai-i A.”-* A,»-1 . . . An-' 

We also know from (20) that a satisfies our system of equations, 
that is, that one of the roots—say A, —^must be equal to a. Hence 
the vector on the right of the equality sign is equal to the «th 
column vector of the Vandermonde matrix, with sign changed. 
Now the value of the ith constant in the vector of constants is 
equal to the tth-column Cramer detenninant, divided by the 
determinant, of the Vandermonde matrix.' Thus the «th-column 
Cramer detenninant will be simply the negative of the 
Vandermonde determinant, and all the other Cramer determinants 
will vanish because they will contain two linearly dependent 
column vectors.* The ath constant is therefore equal to minus 
unity, and all the other constants vanish. Thus, in the Keynesian 
case, one of the roots is equal to the marginal propensity to 
spend, and all the other roots are annihilated. The other roots 
can be as negative or complex as they please, and yet the 
multiplier will show no oscillations ! 

7. We may now see how, in the general case, the multiplier 
(provided all marginal propensities to spend are non-negative, and 
no autonomous injections arc of opposite sign) caimot oscillate, 
regardless of the fact that it may have negative or complex roots.* 
If individual marginal propensities to spend are unequal, then one 
of the roots will be a weighted average of marginal propensities 
to spend, and will have a coefScient which is not very different 

^ We use the expression ith-column Cramer detenninant to mean the 
determinant of the matrix formed by replacing the tth column of the Vandermonde 
matrix by the vector on the right of the equality sign, 

* We assume, as does Professor Goodwin, that all the oharacteristio roots are 
distinct, so that the Vandermonde matrix is itself non-singular. 

• The explanation which follows is still in tenns of total transactions (or, if 
the assumptions of the preceding paragraphs with regard to 6ay*s Law and 
equal income periods are maintained, in terms of total income) rather tha»^ i|i 
terms of the receipts of any part of the economy; that is, it is still an anal 3 rBi 8 
of equation (16) rather than equation (19). Smne simple examples will show 
that “ jerkiness ** in the stream of any seotor^s receipts results, not from jerki- 
ness in the stream of total transactions, but from jerkiness in the flow of money 
from one sector of the economy to another. Professor Goodwin does not seem 
to be justified, therefore, in holding that ** praoticedly without exception, total 
transactions, national income and the other sector outputs move up and down 
together ” (p. 564). 
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firan’—1, whereas the other roots will be virtually annihilated 
by small coefficients. The effect of negative and complex roots 
will be to make the passage of income less smooth than it would 
be when propensities to spend are unequal; but negative and 
complex roots will never be able to offset the dominant root 
enough to prevent the solution from being monotonic. 

The characteristic roots of the matrix therefore have little to 
do with the oscillatory behaviour of the system. The existence 
of negative or complex roots is a necessary, but not sufficient, 
condition for oscillatory behaviour, provided that autonomous 
injections into the economy are all of the same sign; a sufficient 
condition for monotonic behaviour, under these circumstances, is 
that all marginal propensities to spend be non-negative. As a 
rule such a condition will hold, but negative marginal propensities 
to spend should not be ruled out as impossible.^ If, however, 
autonomous transfer of income is included in the multiplicand, 
so that the vector e contains elements of opposite sign, then the 
existence of negative or complex roots is not even a necessary 
condition for oscillatory behaviour. Even if all roots are positive 
and real, it is quite possible for the passage of income through 
time not to be monotonic.® The existence of negative or complex 
characteristic roots is therefore neither a necessary nor a sufficient 
condition for oscillatory behaviour. 

We may then ask whether the same situation holds in the 
case of the analysis of stability conditions. Fortunately it will 
be found that if no element of the matrix is negative, no 
characteristic root which is greater than unity will be annihilated. 
If the matrix elements are allowed to be of any sign, however, 
it is possible to devise cases in which roots which lie outside the 
unit circle of the complex plane are annihilated or virtually 
annihilated.’ In such a case, the condition that the latent roots 
of a matrix lie within the unit circle of the complex plane is a 
sufficient but not a necessary condition for stability. 

John S. Chipman 

The Johns Hopkins University. 

^ Negative marginal propensities to sp^d will exist if a large proportion of 
people's budgets is devoted to inferior goods. Governments will have negative 
marginal propensities to spend in the private economy if they react to changes in 
tax yields by changing expenditure in the opposite direction. 

* For a discussion of the waves '* in income which may follow an export 
from one sector of an economy to another, see Fritz Machlup, International Trade 
and the National Income MfdtiplieTf The Blakiston Co., Philadelphia, 1943, passim, 

* For instance any root which does not lie within the unit circle will be 
repectively annihilated or virtually annihilated if the column sums of the matrix 
are equal or nearly equal, and less than unity, so that income will still be stable or 
virtually stable. 



764 


THE EOOHOMIO JOHEHAL 


[DEO. 


DOES THE MATRIX MULTIPLIER OSCILLATE? 

The queetion is: does the multiplier process as worked out 
by ELahn and Clark, but expanded to include inter-firm and govern¬ 
ment payments, give rise to cycles? The anewm* is certainly 
yes, but, as Mr. Chipman shows, there is a special case in which 
it does not, and it is exactly this special, and unrealistic case which 
multiplier theorists usually talk about. The correct statement is 
that there is latent in the transactions structure of sodety the 
possibility of oscillation, but that this may or may not be brought 
out according to the circumstances. 

The easiest way to see this is by crude numerical examples. 
Suppose that we divide the American economy into three sectors. 
Business, Government and Households, and that we select values 
of the propensity-to-spend matrix that are suggestive of the data 
for around 1940 (collinearity makes the values doubtful). All 
inter-firm, inter-govemment and inter-household payments are 
suppressed to preserve the formal likeness with a proper, more 
elaborate subdivision. Our system is then 


1 

o 

O t 


B(t) 




Bit + 1) 

•14 0 -06 

- 

G(t) 

■ + • 



^it + I) 

•68 -46 0 


H(t) 

L 

• 

him 


Hit -h 1) 


where the Is are the total injections by sector. To get the time- 
series solutions, for either variable or constant /s, we take the 
values of B, O and H at time t, multiply by the square matrix 
(across and down), add the appropriate /s, to get the current 
receipts, which are the basis for expenditures in the next period. 
Thus to get H(3), we add 0-68R(2), 0-46G(2), and /a(2). 

First consider a constant level of injections, from 1 = 0 on, 
with the values 23, 0, 18 and given initial levels of B, O and H. 
The resulting evolution of the system is as follows : 



■71* 

■ 13 ■ 
.65. 


Evidently we can have oscillations, and these are damped since 
the system is stable. As a special case we may take a system which 
was in equilibrium initially. Assuming the injections to change, 
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at f ^ 0, from 23, 0, 21 to 18, 0, 26 and to remain there forever, 
we have the following ; 



Therefore, even if the system is in equilibrium, but if the injections 
move in opposite directions, oscillations may arise. Incidentally 
this is the kind of case which aggregative analysis cannot dis¬ 
tinguish, for the total amount of the injections is never changed. 
As a still more special ease we may consider an economy in 
equilibrium subjected to a single shift in injections, all in the same 
direction. Given a shift from 23, 0, 21 to 26, 0, 22, we get the 
following vector-time series : 



CO 



Here all sectors vary monotonically, though irregularly and inter- 
dependejitly. This is the only case considered by Mr. Chipman, 
and he correctly states, what I failed to see, that in no such case 
can oscillations arise. These examples (and (12) below) show that 
the matrix multiplier may or may not give rise to cycles, depend¬ 
ing on how the system is excited, and it is this which I intended to 
convey in my paper. 

In the first and second examples we get a type of behaviour 
which cannot occur in the simple multiplier, which is always 
monotonic for a single change in the level of injections. In fact, 
if we make the maximum aggregation consistent with Keynesian 
analysis, considering only firms and households (but taking each 
to have a receipts-expenditures lag) we still easily get oscillations, 
as the reader may verify by trying it. 

To distinguish the various cases, consider an economy with a 
constant level of injections, which changes at time zero to 
{B + AS}- The various ABb need not, and often will not, be of 
the same sign. Given, for T ^ 0, 

{y(t 4-1)} = [a]{y(0} + {S + AS} ... (2) 

we consider first the associated homogeneous equations, 

{y(« + 1)} = [aMm - 


(2a) 
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There exists a linear transformatiion [A],' 

iv) = [hYHv} .(3) 

such that, substituting (3) in (2a), 


{r,{t + l)}=[h][a]ih]-Hm 

where [c] is a diagonal matrix with the n distinct roots of [a] along 
the diagonal. The general solution will be of the form 

im = [A]w.(6) 

where {N} consists of n arbitrary constants. Hence 

[m- [c]{^> 

or 

[A - c3{i,} == {0} 

If we ignore the trivial, null solution, then we must have an 
arbitrary (ij), 

[A] = [c] ‘.(8) 

so that [A] is diagonal with the roots along the diagonal. Hence 
{y(0} = [A]-M’?(0} = [A]-HA]»W ... (7) 
By adding a particular solution of (2), such as 

{y}-[/^a]-H5 + AB} ... (8) 
to (7), we get the complete solution, which is then 

{y(<)} = [A]-HA]W + [/ - a]-H5 + AB} . (0) 

Thus our solution has a statical part, the new equilibrium values, 
and a dynamical part, the form of which for a typical sector is 

4 * gAg* -f-.+ „A»* 

where the kffi are the elements of [h]-i. Thus all sectors have 
latent in them the same constituent motions, except that they are 
combined in different proportions. Because of the asymmetry of 
the matrix [a] these roots need not be all real, and because of the 
zeros along the principal diagonal they cannot all be real and 
positive. Therefore, for arbitrary initial conditions, it is always 
possible to have oscillations. As a result of farther search in the 
literature for indications about the nature of these roots, I have 
found a most interesting, theorem of Frobenius (my translation): 

“ If the elements of a matrix A are all real and positive, 
then its characteristic equation has a root r, which is real, 
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*positive, simple, and of absolute magnitude greater than 
every other root. If a ^ r, then the elements of the adjoint 
of «/ — A are all positive.” ^ 

This means that if the system is excited in such a way that, 
for one or more sectors, there is an oscillation which overshoots 
the equilibrium, eventually, if there is no further disturbance, a 
monotohic root must dominate, leading to a cessation of over¬ 
shooting (alternations of sign in deviations firom equilibrium) but 
not a cessation of oscillation. On p. 476 of the same paper 
Frobenius proves another theorem of great interest to economists. 
“ If the elements Oa of an » by n matrix are all positive, then the 
greatest characteristic root lies between the greatest and least of 
the n numbers 


». = +.+ «•»(“ =1.2.n).” 

Since a matrix and its transpose have the same characteristic 
roots, this proves immediately that our system is stable in con¬ 
sequence of the assumption of all marginal propensities to spend 
less than one (all columns of [a] add to less than one). 

Which of the system’s modes of motion will be excited and to 
what degree depends on the deviations of {y} from its new equi¬ 
librium values at time zero. The nNs are uniquely determined by 

W = [A]{y(0) - F}.(10) 

Since these deviations may be positive or negative, large or small, 
there seems to be no significant limitation of the i^s, so that in 
general all motions, including at least one oscillation, will be 
excited. I fail to see that Mr. Chipman has successfully challenged 
this fact. If we have the special case of the economy in equi¬ 
librium, 

{y(o)} = [/-a]-W 

and hence 

If further aU the ABb are of the same sign, and if there is no 
further change for some time, then as Mr. Ohipman shows, there 
will be no oscillation. There is also the still more special case in 
which the economy happened to be in its new equilibrium position, 
so that {y(0) — 7} is zero, and then oK N’b are zero and no motion 
of any kind occurs. 

^ G. Frobenius* ** Ueber Matrizen aus positiven Elementen/* in the Sitzungs. 
beriohte der Koeniglieh Preussisohen Akademie der Wissensohaften, 1908, XXVI, 
p. 471. 
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To show these results, we substitute (10) in (6) giving 

{y(0} = W-nA]‘[A]{y(0) - T} + (f) 

= [A-iAA]‘{y(0)^ 7} + {?} ■ (11) 

+ [o]‘{j/(0)-7}+{r} 

To test for monotonicity, consider the sign of the increment, 

{Ay(0} = + 1)} - W)} _ _ _ ■ 

- [a]‘[a]{y(0) - Y} + {Y} - [o]<{y(0) - 7} - {7} 

= [a]‘[a -/]{y(0) - 7} [(12) 

^ [o]‘[ - [/ - o]]{y(0) - [/ ~ aYHB + AB}} 

= [a]«{B + - [/ - a]{y(0)}} J 

Since all the elements of [a] are positive, so also will all the elements 
of any power of it be, and hence if all the elements of the column 
vector have the same sign, all the elements of {Ai/} will have that 
sign for all t, i.e., all ya will grow or decline monotonically. In 
general, there is no reason why the elements of the column vector 
should all have the same sign and therefore there is no reason to 
assert monotonicity. This holds even if .all the sector injections 
change in the same direction (all ABb with the same sign). If we 
have the special case of an economy in equilibrium just prior to 
the shift (t.e., 

{y{0)} - [/ - a]-^{B) = {0}), 

then 

{Ay(0} = mAB} 

with the result that monotonicity depends solely on whether or 
not all the A£s have the same sign. 

I should like to emphasise the somewhat unreal character of 
the problem, which is constructed in deference to the usual habit 
of analysing the multiplier in terms of a steady level of injections 
or of a single, unrepeated injection. If this were all the multiplier 
meant, it would be rather useless, since both cases are most 
improbable. The proper justification of the method is that in 
this way we get a response which is characteristio of the economy, 
and only by superposing a succession of such responses do we get 
any realistic results. If one analj^es an arbitrary time series of 
injections by means of a series of constant levels subject to (plus 
and minus) changes, one must remember t^t it is ordinarily quite 
unrealistic to assume that the economy was in equilibrium before 
and that the level continues indefinitely. 

The easiest way to approach the reality of a variable rate of 
injections is to use equation (2) to generate a solution. Taking 
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the 'triable injections as {b(t)}, and [o]” as the unit matrix [J], we 
have 

{y(0)} == {y(0)} 

{y(i)} = + [o]Hy(0)} 

{3/(2)} = [o]°{6(l)} + W%(1)} = [o]'’{6(l)} + 

[a]*{[a]°{6(0)} + [a]Hy(0)}} 

= [«]"{&(!)} + WH6{0)} + [a]*{y(o)} 

{y(3)} = [o]»{6(2)} + [a]H6(l)} + [a]*{6(0)} + 

[«]®{y(o)} 

{y(t + 1)} = [a]°{6(0} + [aym - 1)} + .... + 

[a]‘{6(0)} +[o]'-Hy(0)} 

or 

{y{t + 1)} = S [a]-{6(« - t)} + [ar My(0)} 

T — O 

The first term of (13o) may be called the convolution of the 
dynamical structure [a] with the time series {6(t)}. It can also be 
called the Faltung or Duhamel sum because it is derived by the 
pairing of appropriate [o]s and {6)8 by “ folding ” their time series 
in the middle. Since the system is stable, we may always neglect 
the second term in (13a) by taking t large enough. 

The solution in the form (13a) tells us that transactions at any 
time are the result of the previous injections back to the point 
at which we began reckoning. At that point the injections are 
replaced by the initial transactions, but these are merely the 
combined effects of all past injections and are a kind of weighted 
sum of injections. As with the simple multiplier, we may deter¬ 
mine the essential dynamical structure, or weighting functions, by 
applying a unit impulse of spending to the first sector with zeros 
for all the others, then a unit impulse to the second sector alone, 
and so on for all n sectors. Combining all these we may speak of 
a imit matric impulse [/] which gives rise to the series 

[ar, [ar, [a]*, [a]®,. 

Any injections vector will.be a linear combination of the n unit 
injections vectors. The injections distant in time are more com¬ 
pletely discounted (given less weight), than are those closer in 
time. If we identify t with now, we have the backward-looking 
multiplier, which asserts that receipts now depend on recently 
past injections. On the other hand, if we identify time zero with 
now, we have the forward-looking multiplier, wMch asserts that 
transactions at any future time t will depend on present outlays 
and the injections between now and then. In neither case is 
there any easily observable “ multiplier.” With either a simple 


(13) 


(13a) 
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or a maldc multiplieT, variable injections are liable to {Mcodnoe 
oscillations, as the reader may convince himself by trying a random 
time series of injections. The reason, presumably, in both oases 
is the Slutsky effect, i.e., the cumulation of random disturbances 
will produce cycles. Beyond this property common to both, the 
matrix multiplier has another, which ocmsists of the fact that the 
transition from one level of activity to another is likely to set up 
internal or structural vibrations mMn the aggregative system. 

In general, it seems to me that Mr. Chipman is more interested 
in aggregates, whether national income or total transactions, 
whereas I wished to direct attention to the structural properties 
of the system. My impression is that general interdependence 
analysis is more complete and more accurate than national income 
analysis, and that it contains but is not contained within the latter. 
Say’s Law applied to firms is a useful device of approximation to 
isolate households and thus avoid the difficulties of general equi¬ 
librium, but nothing has convinced me that it has much validity 
in principle. Naturally, if one semi-isolsktes a part of the economy, 
one loses the consequences of interdependence. 

R. M. Goodwin 


Harvard Univereity. 



THE PRICING OF MANUFACTURED PRODUCTS 


Mb. Andeews’s study of Manufacturing Business ^ represents 
very much more than its title would seem at first glance to imply. 
It is, in effect, an attempt to re-write the theory of pricing in the 
light of field inquiries which the author has conducted into the 
behaviour of manufacturing firms. This field work was made 
possible by a grant by the late Mr. Samuel Courtauld to Nuffield 
(College, but it had its intellectual origins in the work of the pre-war 
Oxford Economists’ Research Group which was concerned to 
confront economic theory with economic facts. 

Mr. Andrews’s results are so diametrically opposed to much 
recent thinking and writing, and his attempts to construct alter¬ 
native theories are, to my mind, so powerfully destructive not only 
of the newer accretions of imperfect competition theory but also 
of the whole body of economic reasoning that it is of the first 
importance that they should be subjected to rigid criticism. Since 
that is the purpose of this review, it is right that it should begin 
with a word of gratitude to Mr. Andrews. The re-examination of 
our theories and their reconciliation with the facts is overdue. If 
he has not said the final word, he has at least forced us to consider 
the adequacy and degree of over-simplification of much that is 
being taught to-day. 

In a preface. Sir Henry Clay tells us that Mr. Andrews’s investi¬ 
gations began with two intensive studies : the first, made possible 
by Mr. Courtauld, was an examination of the rayon industry; 
the second, which followed it, was a similarly intensive study of 
certain branches of the boot and shoe industry. The first, one 
gathers from Sir Henry Clay, cannot be published because it would 
be bound to disclose, owing to the small number of firms in the 
industry, information that is confidential. The second, may, 
however, be published latfer. It is immensely to be hoped that it 
will be. For on the basis of what has hitherto been published it is 
a remarkable paradox that Mr. Andrews confronts existing theories 
not with a solid body of opposing and irreconcilable fact but with a 
ready made alternative set of theories, which may, or may not, be 
a better explanation of the facts. But of the facts themselves, 
the book is almost wholly innocent, and a critic is put in the diffi- 

• Manufacturing Burinets. By P. W. S, Anobews. (London : Macmillan, 
1940. Pp. xviii 4-308. 1S».) 
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oult positiou of ohoosiog between existing theories and a set of 
new theories unsupported by any detail^ evidence. 

Let us begin, then, with the new theories of pricing that Mr. 
Andrews advances. They may be briefly summarised (following 
the author, pp. 184 and 204) as follows: 

(1) “ that the price which a business will normally quote 
for a particular product will equal the estimated average 
direct costs plus a costing-margin ”; 

(2) “ that average direct costs will tend to remain at a 
constant level, whatever the output that is being produced, 
given the prices of the direct-cost factors of production and 
ignoring any extraordinary increase in direct costs (due, 
e,.g., to overtime wages being paid for extra output in t|ie 
short period) ” *, 

(3) “ that the costing-margin will normaUy tend to cover 
the costs of the indirect factors of production and provide a 
normal level of net profit, looking at industry as a whole, and 
may reflect any general permanent changes in the prices of 
indirect factors of production, but will remain constant, given 
the organisation of the individual ‘ business, whatever the 
level of its output ”; 

(4) “ that given the prices of the direct factors of produc¬ 
tion, price will tend to remain unchanged, whatever the level 
of output ”; 

(5) “ that, at that price, the business will have a more or 
less clearly deflned market and will sell the amount which its 
customers demand from it, its sales thus equalling its limited 
share of the market for the kind of goods which it is produc¬ 
ing.” ^ 

Mr. Andrews contrasts the above accotmt of the system with 
that of “ modem economic theory ” which has “ tended to argue 
. . . that the rate ofprofit which a business gets is not even mainly 
determined by the competition of business men in respcmse to 
the stimuli of costs and prices. The business man is regarded as 
having control over his price through his control over his own 
output, and he is thought to exercise that control and to maintain 
his profits at their maximum level, by restricting output, regardless 
of the community’s interest in greater production.” 

I hesitate to describe this account of ” noodem economics ” as 
a complete caricature. For all I know it may be an accurate 

^ The above is a straight and complete transcript of the suinmaiy given by 
the author on p. 184, with the single exception that I have divided his (1) into 
(1) and (2), which cover issues which to my mind are essentially separate. 
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Moeant of the confusions into which, in the hands of second-rate 
teachers, this branch of theory has now degenerated. But this 
“ modem economic theory,” bereft of identifiable parentage, 
bears not the most superficial resemblance to the theories of imper¬ 
fect competition with whose Cambridge origins, at least, I have a 
certain familiarity. First, it was of the essence of those theories 
that one was dealing with a situation in which entry was assumed 
to be sufficiently free and competition sufficiently effective to 
reduce profits to a “ normal ” level and to ensure that average 
revenue did not exceed average cost including “ normal ” profits. 
Second, it was never assumed as an axiomatic modus operandi that 
prices were maintained by restricting output. It was rather 
assumed that in a majority of instances the prices of the products 
of a firm were actually determined by the firm (as Mr. Andrews 
assumes almost universally in this book), but that the firm had (cf. 
principle (6), above) “ a more or less clearly defined market ” in 
which a price fractionally above minimum average total cost did 
not automatically imply that the firm’s sales were reduced to 
zero; that the firm was therefore not driven “ by the stimuli of 
costs and prices ” to reduce its prices to the level of minimum 
average cost; that in the esoteric sense that output was less and 
costs greater than they would be at minimum average total cost 
there was restriction of output, though in the work-a-day sense of 
a firm deliberately restricting output below that implicit in the 
prices it fixed there was no conscious restriction. I will readily 
grant Mr. Andrews that the practical limitations of block-making 
have resulted in published diagrams that suggest elasticities of 
individual-firm-demand and rates of falling costs which are 
utterly unrealistic in practice and seem to imply the existence and 
exploitation of immensely greater monopoly powers than 1 believe 
the ordinary firm to possess. But this form of analysis was, by 
intention at least, an analysis of a highly competitive, though not 
perfectly competitive, situation. 

What is important, however, is not the rightness or wrongness 
of Mr. Andrews’s account of those ideas with which he disagrees, 
but whether or not his account of the basic forces in the pricing 
system is right and other accounts are fundamentally wrong. 

The theories of imperfect competition, as I see them, were a 
first attempt, building on the foundations of classical economics, to 
bring into focus the problems of the ultimate decision-making 
unit—the firm. They did not purport, in the hands of those who 
developed the ideas first, to describe in detail the ways in which 
actual firms fixed actual prices. But, they did purport to desmbe 
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the underlying eoonomio forces, as they ipight work out in a world 
that was highly, but not in the technical sense perfectly, 
competitive. 

Because they were, in this sense, theories of competition they 
were also theories of probable survival. The more nearly a firm’s 
actions might correspond to the actions supposed, the larger were 
likely to be its profits, or the less its losses, and the greater its 
chance of building up reserves, of securing capital with which to 
expand and of surviving in the face of competition. Thus there 
was no essential conflict between their short-term and long-term 
aspects, and the long-term equilibrium grew naturally and auto¬ 
matically out of the shorter-term pursuit of profit. 

I stress these aspects of the theories of imperfect competition 
because Mr. Andrews’s account of the pricing system is an account 
of a ritual. Despite the stress which he repeatedly lays on the 
competitive nature of industrial enterprise (cf. pp. 172 and 270), he 
seems to go out of his way to repudiate the idea of firms maximising 
their profits as an element in the battle for survival {e.g., p. 270). 
1 am sure that I am not misrepresenting Andrews if 1 say that 
throughout the book he regards the ritualistic price-fixing system 
that he describes as the antithesis of the policy of profit-maximisa¬ 
tion. But if one so regards it, what are the consequences ? If 
the ritual is in fact the antithesis of profit-maximisation, then 
those who least perfectly conform to the ritual have the greatest 
chance of survival. The wicked nonconformists will triumph; the 
respectable ritualists will suffer. 

A belief in a wholly irrational ritualistic system of pricing is so 
fundamentally destructive of all the concepts of economics as a 
competitive evolutionary system, moving always towards the most 
eoonomio use df resomrces, that I feel driven to ask whether Mr. 
Andrews’s account of the ritual is a true one. Is the ritual 
necessarily an irrational one, or is the ritual that he describes a 
reasonable account of rational action for long-term profit- 
maximisation in industries possessing certain characteristics? 
For while I find myself dissenting firom Mr. Andrews’s interpreta¬ 
tions of these actions, I certainly do not dissent from his account of 
the actions themselves, save in certain minor respects. 

May we begin by taking the case of a firm operating in an 
industry in which the market conditions approximate to those of 
perfect competition; in which each firm produces a large range of 
altemarive products with the same basic equipment; ^ in which 

* I find it difficult to understand wfay, in oonfrantihg existing theories with a 
theMjr supposedly built on realistic assumptions of the actual world, lib. Andrews 
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design and taste are changing all the time; in which the economies 
of large scale, both short-term and long-term, are negligible; in 
which competitors can enter the market very quickly. 

In such conditions, a firm which wishes to maximise its profits 
has to consider three chief problems when fixing the price of a 
new product which it is considering whether to introduce ; 

(1) At what price could it hope to sell the product ? 

(2) Could it use its resources more profitably in other 
forms of activity ? 

(3) In the light of the above, should it, or should it not, 
put this product on the market ? 

The answer to the first question is by no means obvious. If a 
firm is making an absolutely standard product for an absolutely 
standard market, the market itself may well provide the answer; 
a small firm producing cotton yam may quite reasonably decide 
not to carry an elaborate costing staff, but to save their salaries, 
concentrate on technical efficiency and accept market price, as it 
must do. Alternatively, a firm may, as many of the London 
drapers do, employ a small staff of spies to find at what price its 
rivals are selling similar products. But neither of these methods 
is applicable to a new design that is not yet on the market. In 
that case, remembering the assumption of nearly perfect competi¬ 
tion, two questions arise. First, what is the maximum price 
which the public would be prepared to pay for an article of this 
character ? Second at what price would competitors be able to 
put it on the market ? It is only if the article can be put on the 
market at a price that will persuade some buyers to buy that 
production is at all worth-while. But if that is possible, then the 
supply price of actual or potential competitors represents the 
demand price for the initiating firm in all but the very shortest 
period. If the price-fixing period (in many cases a year) is long 
relatively to the period of entry of potential competition, the 
rational action of a firm might be expected to consist in discovering 
at what price competitors* could sell this product, and whether that 
price would enable ctistomers to be found. 

The problem of the best use, in a comparatively short period, 
of the limited resources of a firm is best regarded theoretically as a 
problem in discriminating monopoly: How can the firm’s re¬ 
sources be divided most profitably between the various products of 


* (pp. 82 and 253) asaumes that the business produces a single product only. In 
practice there is good reason for thinking that the prevalence of the many-product 
organisation is an important explanation of the ritual that he describes. 
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the firm ? If the markets are almost perfect, the best simple test 
will be to ensure that uses which give a smaller margin over the 
direct costs of factors are not preferred to uses which give a laager 
margin, except so far as the smaller margin may reflect smaller 
indirect costs. A rough and ready test is to calculate the direct 
cost, to add the costing-margin at which the firm’s resources will 
be reasonably fully employed and reject those rises in which the 
“ costs ” so calculated exceed the probable selling price. 

Both of these entirely rational calculations bear a striking 
superficial similarity to the ritual of the costing rules. But the 
actual similarity in practice depends very much on the method by 
which the “ costing-margin ” (the addition to be made to direct 
costs) is determined. As to this, there are discoverable in Ikfr. 
Andrews’s book two accounts which one may conveniently call the 
priestly code and the lay code. 

The priestly code describes the “ costing-margin ” ^ as tending 
to cover the costs of the indirect factors of production and provide 
for a normal level of net profit. But it is clear that the lay code 
superimposes on this pure doctrine a substantial element of 
regard for the market. The costing-margin will vary for the same 
product between difierent businesses (p. 169). A firm with high 
direct costs is likely to be obliged to accept a smaller costing- 
margin (p. 169). For most established businesses, the net 
margin is “ that which they expect to get on the average ” (p. 
165). It will differ for different products within the same busi¬ 
ness (p. 169), not only because of differences of overhead costs 
involved in their product but also because their markets differ 
in the extent to which they are liable to the competition of new 
entrants (p. 178). The costing rules of small competitors will 
conform to the costing rules of a price leader (p. 182). Special 
selling costs will have to come out of the margin (p. 187). It 
will “ give the business the highest level of price that it can main¬ 
tain against competition in the long run, and will be revised 
downwards at once if the business, in fact, meets competition at 
a lower level of price ” (p. 263). 

'The view that the costing process is really engaged in discover¬ 
ing the demand price in the market is rrinforoed by certain other 
practices. First, Mr. Andrews makes it clear that, ” if output 
falls the business man will not revise his inrices so as to charge a 
higher allowance for average overheads. ' That would be absurd, 
as causing the charging of a highe;: price in a fedling market. It 

> Cf. the summaiy of the prinoiplea of pricing quoted above. See also pp. 
159 and 174. 
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would bring the danger of his market going to competitors ” (p. 
164). In a depressed industry, even when output is continuously 
at a low levd, the costing rules are likely (p. 165) to assume full 
normal output, or, if price cutting appears, “ an even finer margin.” 
Second, costing rules do not ordinarily take account of abnormal 
economies or diseconomies due to the firm itself spreading over¬ 
heads over a larger output or to its production entailing overtime 
or night work (pp. 109 and 158). 

It has been argued above that the costing rules are wholly 
consistent with an objective of the maximisation of profits on the 
assumptions that competition is almost perfect and the entry of 
new competition both free and rapid. Those are conditions which 
apply pretty generally in the boot and shoe industry, on which 
Mr. Andrews’s generalisations are largely based. But Mr. 
Andrews is seeking to provide us with generalisations that are 
applicable to all industry and all price-making. It is therefore 
relevant to inquire whether the wider extension of his rules can 
or caimot legitimately be assumed and whether the application 
of the rules in cases where perfect competition and rapid entry 
do not exist provide perfect competitive pricing in imperfect 
competition situations. 

It is clear that Mr. Andrews’s account of the actions of firms 
makes them act as if they assume that markets will be lost if price 
is raised above the potential supply price of competitors. It is 
far less clear that Mr. Andrews’s account would imply infinitely 
elastic demand curves for individual firms for greater outputs. 
Indeed, at many points Mr. Andrews appears to go much farther 
than most of us in suggesting that the elasticity of demand for 
greater outputs is relatively low. 

The market for the individual firm (p. 146) is “ a fairly definite 
group of people.” “ So long as its price is right, an established 
business will have a more or less clearly defined market, and will 
be protected firom the efforts of would-be competing businesses to 
out into that market ” (p. 153). The manufacturer is likely to 
assume (p. 180) that if he‘outs a price, ” his rivals will cut their 
price to protect their own markets when they know that he has 
out his.” ” Price cutting will then normally mean merely a fall 
in the total receipts of the whole group of competing producers and, 
since their costs will not be affected, they will be worse off.” ^ 

^ Mr. Andrews is here thinking primarily of price cutting to maintain output 
in conditions of depression. But there is no obvious reason why a manufacturer 
should make different assumptions about his power to cut prices without invoking 
retaliation in other circumstances in which lower prices on his part would involve 
a reduction in the sales of o^er finns. 
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Indeed, prioe-maintenance schemes are (Mr. Andrews holds) in 
such cases justifiable because “ the price-cutting which they seek 
to prevent is not, in itself, of social value. It leads to a fall in 
prices, but it also causes a fall in incomes and so increases un¬ 
employment ... in a depression there is no virtue in lowor prices 
as such.” ^ 

In considering expansion, moreover, the firm will take account 
of the limits of the factor supplies, and particularly the labour 
supplies, likely to be available to it. It wiU rememl^r that very 
rapid expansion will make it necessary “ to bid away workmen 
who have a preference for remaining where they are already ” 
(p. 226). “It certainly will not act as supposed in the usual theory, 
continuously increasing its wages as it bids for an expanding 
labour force.’’ If it starts wage-competition with other employers 
“ the business may be left with a labour force which has expanded 
only slightly, but for which it has to pay very greatly increased 
rates of wages. . . . Such a situation bears resemblance to the 
price-cutting situation discussed in the previous chapter. Its 
consequences will naturally deter the business man in so far as 
he can foresee them ” (pp. 226-7). 

I find it hard to distinguish this balancing of the advantages 
and disadvantages of price cutting and of expansion from the 
balancing process which the theories of imperfect competition 
have assumed. Mr. Andrews makes his business man contem¬ 
plate price cutting and reject it because it adds, if others cut also, 
relatively little to his receipts. He makes him contemplate 
expansion and reject too rapid an expansion because it adds too 
much to his probable costs. Is not this the exact weighing of 
alternative scales of output, with their corresponding additions to 
revenue and additions to cost, which economists have been 
assuming ? 

I think it is right also to ask whether Mr. Andrews is on safe 

ground in assuming that his principles as set out above apply 

generally to all branches of industry. A reviewer can do no more 

than quote an instance where they do not appear to apply in their 

purer form. I happen myself to have an opportunity of knowing 

and taking part in the price-fixing operations of a publishing house. 

In book publishing the crude division into direct and indirect 

costs is obviously inappropriate. There are : (a) costs which are 

specific to the individual copy of the particular book; (b) costs 

which specific to the particular book, but not to the individual 

0 

^ This is surely a remarkable intelleotual somersault for a believer in Uie merits 
of competition. 
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oopj; (c) costs which are general to the business as a whole. This 
three-fold division of costs is common to a great many firms in 
a great many industries of a multi-product character ; but, in the 
special case of publishing, costs under the head of (6), which include 
composition, correction, block-making, and all preparatory work 
for printing ofiF are very large compared with the other costs. A 
publisher certainly does not assume that his average direct costs of 
a particular book (defined as (o) plus a share of (6)) are constant 
for editions of different sizes. Nor does he assume that his pricing 
of a particular book is rigidly determined by the price at which 
other publishers might produce books on the same subject by 
other authors. It is customary to discuss the possible sales at 
different prices, and the alternative possibilities of breaking even 
or making a profit with different prices and their corresponding 
costs. It is normally assumed that a book should not be published 
(unless it has special qualities to justify it) if it cannot break even 
and make its proper contribution to general costs. On the other 
hand, a book that is likely to be successful would not be deliberately 
priced at a high price; but its price might in retrospect turn out 
to have been fixed on an assumed sale appreciably smaller than 
the actual sale (that I take to be the way in which Mr. Andrews 
assumes that more successful firms make more than normal 
profits). While in this process some of the elements that Mr. 
Andrews describes do appear, the balancing of marginal cost and 
marginal revenue becomes a very nearly conscious part of the 
process. I believe there are a number of other industries, 
particularly in the light-engineering field, where a particular 
product requires particular capital investment in special equip¬ 
ment, tools, jigs and the like, and where there are certain overhead 
costs of the whole batch of products, such as were long ago 
described by Adam Smith and Babbage. I would like much more 
evidence that specific average unit costs are regarded as being 
constant for different levels of possible planned output. Nor 
do I feel absolutely convinced that all manufacturers in all 
industries, other than phblishing, regard the potential demand 
price of their product as wholly independent of their own plaimed 
output. Before such generalisations are extended from the two 
industries which Mr. Andrews has studied to the whole field of 
industry, we surely need more evidence from a larger range of 
industries. 

In the light of all this I find it hard to sum up my views of Mr. 
Andrews’s work. I think he has done well to remind us that the 
actual processes of price fixing seldom consciously take the form 
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assumed in some of the expositions of imperfect competition. But 
I am very far from convinced that his account of what happens 
represents an alternative theory. I believe that when one really 
tries to disentangle what is being done, one comes back to a 
theory not very different from the existing theories. I bdieve 
that everything turns on whether the “ costing-margin ” is a 
thing detenhined by the actual indirect costs of a firm, or is merely 
an addition to direct costs which reflects the judgment of the 
firm as to what price the market will bear. 1 believe that, even if 
one does not go outside Mr. Andrews’s own pages, one can find good 
reason to think that what the market will bear is a chief element 
in the process; but that, in assessing that, it is customary, as well 
as rational, to think in terms not of a very short period, but of a 
longer period which takes accotmt of the difficulties of price 
changes as well as of the speed of entry of competition. But I 
do not think that we have said the last word on any of this, and 
the mechanism of price change in different industries in shorter 
and longer periods is a subject which requires a great deal more 
thought. 

But we shall not, I believe, make useful progress by writing 
down a series of alternative generalisations. What we need most 
is comparative detailed study of the processes in particular in¬ 
dustries with particular frameworks of cost and demand. For 
my own part 1 believe that Mr. Andrews could do us no greater 
service than to publish in full detail his own background studies, 
and address his further work to the adult intelligences of his 
colleagues rather than to the layman or the elementary student to 
whom so much of the present work seems to be directed. 

Austin Robinson 

Sidney Sussex CoUege, 

Cambridge. 
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Charles Dickens and Early Victorian England. By R. J. Ceuik- 

SHAi^K. With 64 illustrations in photogravure. (London; 

Sir Isaac Pitman & Sons, Ltd., 1949. Pp. 308. 20«.) 

“ What was the age of Dickens ” . . . “ that is the grand 
testimony of the age of Dickens.” These are the first and last 
words of a book of absorbing interest because of the subject and 
the author. For what in our youth we thought to be the England 
of all time has become a period piece and its great novels essential 
documents of social history ; and knowing Mr. Cruikshank from 
his Soaring Century we know to what effect he gets steam up. 
We must have beside us the O.E.D., D.N.B., perhaps also a 
“ Who’s Who in Dickens,” if we are to catch every nuance and 
allusion. It is a positive pleasure to try to catch him out, be it 
ever so rarely. ” The tutelary genius of Georgian agriculture. 
Coke of Norfolk, was a Whig so implacable that he said to his 
grandson, ‘ My boy, whatever you do in life, never trust a Tory. 
I never have myself, and, by God, I never will ’ ” (p. 120). For 
” grandson ” please to read ” son ” : for he married his ward at 
sixty-eight, and his son, the Second Earl, 1822-1909, is the little 
boy of the story. And again “ this age of mahogany and ormolu, 
of triumphant science and mechanical prowess, of fat living, 
bovine materiaUsm, and the blessed certitude of the five per 
cents ” (p. 229) which five per cents ? It can’t be Mr. Weller’s 
reduced counsels; and Goulbum in 1844 converted the Sjs to Ss, 
as Goschen after him the 3s to 2|s. One is entitled to mention 
the fact, because at the end of the book is a riot of pictorial 
statistics—^population, emigration, revenue and trade. Stick to 
Facts, Sir! But Sissy gazed in rapture at the reds and blues and 
green, and especially at .the increase of red babies. ” I could 
fancy,” she said, . . . “You are not, Cecilia Jupe,” Thomas 
Gradgrind solemnly repeated, “ to do anything of the kind.” 

The age of facts was also the age of steam. “ Keeping up the 
steam ! That simile is racy of the period, and it is in the true 
vein of Pecksniff and Chadband ” (p. 109). But why not “ vein of 
Mr. Pancks 1 ” says your reviewer with a steam and a snort . . . 
“ Dear Dickens, and Cruikshank, at least not dear and most 
assuredly not Dickens, for I have not the pleasure but pray excuse 
me” . . . Oh, adorable Flora 1 



782 THB BOOKOMIO JOVSSJkL [OBO. 

The book is in six parts : I. Great Expectations. II. Hard 
Times. III. Steam and Smoke. IV. The Battle of Life. V. 
The Haunted Man. VI. DiTersions. Its artistry consists in this. 
For the first half he sees England through the eyes of Dickens and 
his contemporaries, contrasting its feverish pace and sanctimoni¬ 
ous gluttony with the cold and stately insensibility of the eigh¬ 
teenth century. (But was it so cold? What of the Coram in 
Tattycoram : and when he tells us “ there were certainly no such 
reports brought out then as Dr. Kay’s on the health of Manchester 
or Chadwick’s on sanitation ” (p. 21), what of Dr. Thomas Perceval 
1740-1804 and the Manchester Board of Health of that day?). 
Of all the tributes to Dickens as a social reformer I hke best that 
of Shaftesbury quoted on p. 178, “ God gave him a general retainer 
against all suffering and oppression.” Chapters on religion and 
Victorian Sundays (Arthur Clennam’s early Victorian Sunday, 
merging into Samuel Butler’s mid-Victorian Sundays), and on 
Darwin and the Age of Science link the first half of the book to 
the second, where, in Mrs. Jarley’s words, “We come to the 
General Public and they want stimulating.” Here Mr. Cruik- 
shank excels. In the company of Vincent Crummies, he acts 
Dickens, and a second David Copperfield recalls the thrills and 
pains of his own youth, with the contrast between then and now. 
He delights in music and fireworks, in the horse-riding and balloon 
fiights, recalled amid the desolation of a London blitzed by the 
Second World War, yet nevertheless still going strong. “ When 
aU is said and done, when the account is struck, all that matters is 
the staunch heart of a people, its flow of creative ideas, its capacity 
to set free its own energies and its faith in itself. That is the 
grand testimony of the age of Dickens.” 

C. R. Fay 

Cambridge. 

The Keyrmian Revolution. By Lawbbnob R. KliBiK. (London : 
Macmillan, 1960. Pp. xii -f 218. 15a). 

The Economics of John Maynard Keynes. The Theory of a 
Monetary Economy. By Dudlby Dillabd. (London: 
Crosby Lockwood, 1948. Pp. xv -(- 364. 18a.) 

Thbsb are both English editions of books published earlier in 
the United States. Both of them will already be faTniliar to 
many English readers. 

Dr. Klein’s well-written and, closely reasoned essay has a 
mixed audience in view; some sections are addressed mainly to 
professional economists, but it is hoped that the general argument 
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■will* be intelligible to a broader public. He ox>ens -with two 
chapters on the development of Ke 3 me 8 ’s thought up to 1936, 
including a useful analysis of the “ fundamental equations ” of 
the Treatise on Money. He then goes on to give at a fairly sophisti¬ 
cated level a broad survey of the General Theory and its relation¬ 
ship to “ classical ” writings. Despite certain inaccuracies noted 
below, this chapter is a fine piece of work, which should be par¬ 
ticularly useful as revision reading to the student. The chapter 
which follows, a more detailed treatment of a number of con¬ 
troversial issues, is less successful. The savings-investment 
controversy is well and clearly disposed of, but the discussions of 
the wage question and of interest theory carry less conviction, the 
vehemence with which the conclusions are reiterated inspiring 
suspicion rather than confidence. Dr. Klein is very reluctant to 
concede that the loanable-funds approach to the theory of the 
rate of interest can be reconciled with liquidity-reference, and 
insists that stocks, not flows, are the appropriate concepts to 
work with. This is surely no more than a matter of convenience. 
It is true, as he argues, that a Wicksteedian approach is particularly 
suitable, when, as in the case of the security market, the function 
of the price-mechanism is mainly, if not entirely, to re-allocate 
existing stocks rather than to dispose of new supplies. But to 
say that, where stock-holdings are large, a flow analysis actually 
involves faulty logic is quite a different assertion, and an untrue 
one. The remaining chapters deal in turn ■with anticipations of 
Keynesian theory by earlier writers—mostly on the lines of 
Chapter 23 of the General Theory, but including an interesting 
section on Marx, with the application of the principle of effective 
demand to inflationary situations; and with social and political 
implications. In conclusion, there is a substantial mathematical 
appendix, concerned in part with proving that the Ke 3 mesian 
conclusions necessarily follow, under certain realistic assump¬ 
tions, -from the supposition of profit and utility maximisation; 
and in part with contrasting Keynesian and other models along 
lines now broadly familiar. 

Dr. Klein’s viewpoint is Keynesian in the rather narrow, 
American, sense of the term, with a pronounced leaning to the 
left. The argument throughout is conducted -with a lucidity and 
■vigour of a very h%h order, and the author has interesting things 
to say on every page. The standard of accuracy is high but not 
qtdte above criticism, though there are not many passages where 
the reader is likely to be seriously misled. Two examples of 
apparent errors may be mentioned. In the diagram on p. 88 
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the dotted line should be to the right of that running parallel to 
it, not below; this mistake unnecessarily weakens the case being 
argued. On p. 70 the reader can hardly be expected to swallow 
the assertion that, because the value of the stock of wealth is 
equal to the flow of income capitalised, it mt^es no difference 
whether we say that the rate of interest is a function of the 
total quantity of assets owned or a function of the level of 
income ! 

Despite its many merits. The Keynesian Revolviion is a little 
disappointing in some more general respects. Pains have evi¬ 
dently been taken to counter the detailed criticism which Keynes¬ 
ian economics have encountered, but in a book published over 
ten years after the birth of the Greneral Theory rather more 
attempt might have been expected to deal with the large issues 
which Keynes left virtually untouched. The most obvious 
deficiency is in the treatment of those long-term problems of 
economic progress that are bound up with the nature and volume 
of investment. Various determinants pf investment are men¬ 
tioned, but in many passages Dr. Klein is content to speak of 
the volume of investment as “ autonomdus ”—in other words to 
admit that the theory as expounded is incomplete. Had more 
attention been paid to these and cognate topics, the impression 
might have been avoided of a certain complacency about the state 
of our present theoretical structures that does disservice to their 
main architect. 

The second book under review is purely didactic in purpose. 
The author modestly states that he lays no claim to originality of 
treatment except in “ the self-conscious manner in which I have 
attempted to explain the . . . theory by linking it to the policies 
which Keynes advocated ” (p. ix), and in the emphasis laid on the 
importance of contemporary events in moulding Keynes’s thought. 
This pragmatic approach is further developed in the final chapter, 
which is the most interesting and original part of the book. 

In many ways Professor Dillard’s book is an able one, but its 
self-imposed limitations seriously reduce its value. The book is 
neither an introduction to the General Theory —^for it aims at 
thorough coverage and its length is considerable—^nor is it a 
critical companion, for although an excellent and up-to-date 
bibliography is attached to each chapter, no attempt is made in 
the text to depart from the letter of Keynesian doctrine except 
in so far as it was modi^d or developed in Keynes’s own writings 
after 1936. The Economies of John Maynard Keynes i^pears 
therefore to be intended as a substitute for the Qensral Theory 
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for tl^ benefit of the student or layman who finds the original 
worii too difficult. The order of presentation is the same as 
Keynes’s, and Professor Dillard must at times have been hard 
put to it to avoid copying out whole paragraphs. Now it may 
well be doubted if such a close and dogmatic adherence to the 
original text is really the most beneficial approach for the sort of 
reader mentioned. The confusion that reigned even in profes¬ 
sional circles in the first few years after the publication of the 
General Theory is sufficient evidence that its manner of presenta¬ 
tion was misleading in important respects. But Professor Dillard 
will make no concessions. Thus we are told that the rate of 
interest determines the marginal efficiency of capital and not 
vice versa and that this is a “ very important point ” (p. 197); 
the admission that the multiplier process takes time is made 
grudgingly and at a late stage in the argument, and so on. 

Rofessor Dillard is particularly anxious to show that the 
different elements in the theory hang together in such a way that 
certain fundamental ideas are relevant at every stage of the 
argument. But sometimes this in many ways laudable desire 
gets pushed too far. It is clearly an error, arising out of a con¬ 
fusion of the individual’s situation with that of the nation, to 
argue, as he does, that where there are unused resources interest 
cannot be considered the reward for not-spending, on the grounds 
that it is possible to increase consumption without any reduction 
in savings. Nor is it true that liquidity-preference would necess¬ 
arily be absent in a static economy, unless that concept is extremely 
narrowly defined. One result of Professor Dillard’s somewhat 
monolithic attitude is that the reader is left with the impression 
that on each point where there is a difference between Keynes and 
“ the classics ” the latter were guilty of half a dozen separate 
and independent blunders. Experience suggests that this is not 
conducive to clarity in the mind of the beginner. 

R. C. O. Matthews 

8t. John’s CoUege, 

Camibridge. 


Chance and Choice by Cardpack and Chessboard. Vol. I. By 
L. Hooben. (London: Max Parrish, 1950. Pp. 417. 
50«.) 

This text-book of statistical theory emplosrs unusual methods 
of presentation in accordance with the vigorous views set out in 
Hie author’s foreword. He poiiits out that “ less than 1 per cent. 
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of researditWorkeTs clearly apprehend the rationale of statistiool 
techniques they commonly invoke ” and that “ the experts them¬ 
selves disagree on fundamental issues : . . One therefore hopes 
that an attempt to present the elements of statistical theory by 
exploiting a new educational technique will conunend itself. ...” 
The book is intended for students who have covered the higher 
school-leaving syllabus in mathematics, and whilst avoiding issues 
of rigour always offers a rationale— i.e., a vague proof of validity 
—^for the statistical methods advocated. 

The result so far of this attempt at a highly original book is a 
first volume of over 400 pages covering the followmg ground. 
Chapter I: Miscellaneous Mathematical Theorems. Chapter II: 
The Meaning of Probability in Terms of Equally Likely Alterna¬ 
tives. Chapter III: The Binomial and Multinomial Distributions 
and the Poisson Approximations to the Binomial. Chapters IV 
to V : Significance Tests for the Difference between Two Propor¬ 
tions and Confidence Intervals for Proportions. Chapter VI: 
The Method of Moments. Chapter VII: Significance Tests for 
the Difference between Two Sample Means, including the ^-test. 
Chapter VIII; Spearman’s Index of. Rank Correlation, and 
Instructions on Computing a Correlation Coefficient. Chapter 
IX : Linear Regression Illustrated by Games of Chance. The 
Partial Correlation Coefficient. Chapter X : The Balance Sheet 
Aspect of the Analysis of Variance, 

This is admittedly a condensed account of the contents; but 
the fact remains that in over 400 pages, a very modest range of 
subjects is covered. The main explanation is that the exhaustive 
discussion of all the possibilities in various games with dice, cards 
and dominoes uses up a lot of space, especially when copiously 
illustrated by beautifully drawn, but most involved diagrams. 
Another reason is that certain topics such as the logic of signific¬ 
ance tests are rightly <lealt with at some length. Again, in the 
avoiding of mathematical elegance and “ refined devices ” the 
author sometimes veers towards the opposite extreme. 

By contrast with the clear diagrams in Mathematice for the 
Million, many of the diagrams in this volume seem decidedly 
confusing, and it is difficult to believe that a high proportion of 
readers will be helped by such illustrations as Figs. 70-71 illustrat¬ 
ing the “ derivation of the mean-score distribution for the 3-fold 
toss of the tetrahedral die.” 

The mathematics jn the first chapter, although not 
“ advanced ” are sufficiently difficult to invite the question 
whether a pupil capable of struggling through it would not be 
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wiser to invest his time in the study of one of the more % advanced ” 
text-books such as those by Professors H. Cramer, M. G. Kendall 
and A. Mood. 

The most valuable part of the whole volume is contained 
in the discussion of fundamental ideas at the end of Chapter II 
and at the beginnings of Chapters III and V. Here, however, one 
is left puzzled by such a phrase as “ One school prefers to identify 
the concept of probability exclusively with the frequency of ex¬ 
ternal events. Another defines it exclusively with the frequency 
of correct judgements about them.” The important dichotomy 
is surely between those who define probability in terms of fre¬ 
quency and those who define it in terms of reasonable degrees of 
belief. If the latter assert that the probability that there is life 
on the moon is greater than 0 but less than 0*6, they do assert 
that it is reasonable, while admitting the bare possibility of there 
being life on the moon, to believe, rather, that there is no life 
there. They do not assert that a judgment that there is life on 
the moon will sometimes be correct but not as often as five times 
out of ten. 

Another page of this book which is well worth reading is page 
179, where attention is drawn to the distinction between a 
finished mathematical proof and the hit-and-miss activities by 
which a theorem is originally discovered. It may well be that 
students could be spared needless discouragement if they were 
told more of the kind of reasons which lead one to expect a theorem 
to be true before they are confronted with the sophisticated and 
elegant proof which clinches the matter. 

In one or two sections of the book there seem to be definite 
opportxmities for improvement. On page 213 the explanation 
given of the “ customary ” distinction between confidence intervals 
and fiducial intervals, is so unorthodox as to be positively mis¬ 
leading, On page 136, the proof of the Poisson approximation 
to the Binomial distribution appeals quite unnecessarily to 
Stirling’s Theorem, and a page is covered by what need occupy 
only a few lines. 

Any attempt to apply new techniques to the teaching of 
statistics deserves a welcome, and it will be interesting to discover 
what type of student finds this book to his taste. The chief 
qualities required seem to be a powerful visual memory, intense 
curiosity and ingenuity, and immense capacity for taking pains. 

D. G. Champernownb 

Ntiffield College, 

Oxford. 

No, 240.— VOL. LX. 3 b 
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An Introdu^ion to the Theory of StaUetics. Fourteenth Edition 

Bevised and Enlarged. By G. tlDNY Yulb and M. G. 

KendauCi. (London ; Griffin, 1950. Pp. xxiv + 701. 34«.) 

EooKoinsTS with statistical leanings will welcome with interest 
the appearance of this new edition of Mr. Yule’s and Professor 
Kendall’s classic work. The serious mathematician and the 
la 3 mian are both reasonably well served by existing statistical 
literature, but in contrast, the amateur of some but limited 
accomplishment finds few texts suited either to his taste or to his 
attainments. Mr. Yule and Professor Kendall have always tried 
to provide suitable nourishment for the presumably large numbers 
of people of moderate mathematical ability, but in fact their book 
is suitable for students with a rare and somewhat improbable 
combination -of knowledge and ignorance. It is very doubtful 
whether many aspiring statisticians, equipped with the necessary 
mastery of algebra and of analytical geometry (not to mention 
determinants !) required to cope intelligently with this book, are 
at the same time entirely unacquainted with the calculus. Nor 
is it true that, because basic ideas in algebra are in general simpler 
than those in calculus, all algebra is necessarily easier than all 
calculus. A judicious and restrained use of calculus accompanied 
by some simplification of the algebra would do much to clarify 
some of the arguments in this book. 

In the choice of subject matter, the book has also taken a. 
middle course in previous edi^ons. Very little indeed has been 
said about the foundations of statistical theory in the theory of 
probability and not a great deal more about the more practical 
aspect of a statistician’s work other than computation. Professor 
Kendall’s latest revision has gone a certain way in remedying the 
latter defect but no distance at all in respect of the former. There 
is still no more than occasional passing reference to the theory of 
estimation. Professor Kendall’s main effort has, howevm*, been 
directed to bringing the original treatment of the subject up to 
date. 

The Theory of Attributes, which previously took up the whole 
of the first five chapters has now been compressed into three, but 
there are many people who will not be satisfi^ until this process 
has been carried a good deal farther. The chapter on the practical 
problems of correlation has been re-written and contams much of 
very great interest to economic statisticiims dealing briefly, as it 
does, with the effects of grouping on correlation ooefficimits, 
nonsense correlations, the variate difference method and eccmomy 
in the use of variables. In connection with the last-named 
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problem, there is a brief mention of Confluence Analysis, but all 
reference to the main function of this analysis, that is to detect 
when the interoorrelation of the variables is making the estimates 
of the regression coefficients unreliable, is omitted. 

The treatment of Analysis of Variance has been expanded to a 
fuU chapter, but for some reason Professor Kendall has only 
thought it necessary to give a brief explanation of the arithmetic 
required for this kind of analysis. This omission is inconsistent 
with the extended treatment given in other parts of the book, 
and is particularly unfortunate in that it is a subject which in¬ 
variably causes difficulty to beginners. 

The new chapter on the problems of practical sampling is 
especially welcome, and there is much interesting discussion of 
the different sources of bias. However, the theoretical parts of 
this chapter seem to be rather difficult for a novice, and the 
paragraph dealing with sampling fractions is a good example of 
the failure of an expository technique, which includes moderately 
advanced algebra but no calculus amongst its tools. The addition 
of a whole chapter dealing with Index Numbers ought to gratify 
economists, and in intention at least it remedies a notable de¬ 
ficiency. Nevertheless, the subject is an awkward one because it 
lies athwart the nebulous boundary between economics and 
statistics. Sadly enough Professor Kendall has tried to deal with 
the problem solely from a statistical standpoint, and students 
who read this chapter will merely get the idea that an Index 
Number is just “ a sort of average.” Perhaps in some later 
revision Professor Kendall will treat this very important topic 
more along the lines employed by the late Lord Keynes in his 
Treatise on Money. It is surprising, too, that no mention is 
made of the useful fact that a base-weighted price index multiplied 
by a current-weighted quantity index is equal to an index of 
value. 

At the end of the book two chapters on Time Series have been 
added, and these fill the long-felt need for an elementary exposition 
of this subject. The first chapter deals in the main with the 
descriptive problem, and may be criticised on the ground that 
trend elimination by using moving averages is given an unneces¬ 
sarily elaborate treatment while there is only a very short single 
paragraph on the elimination of seasonal movements. The 
disonssicm on the possible effects of trend elimination on the 
behaviour of what is left over should be read by all economists 
with a penchwat for dabbling with “ txend-free ” time series. 

Finally, in the chapter dealing with the theory of short-term 
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and random oomponenta of time series,.Professor KendaU gives 
skilful compression of a difficult subject in which he himself has 
done much pioneer work. Few people will cavil at his short 
discussions of the problems of periodogram and correlogram 
analysis. 

In the rest of the text, Professor Kendall has made various 
additions “ to keep . . . abreast of modem discoveries.” Under 
this head fall such things as Gini’s coefficient of mean difierenoe, 
the rank correlation coefficient known as Kendall’s r and problems 
arising from errors of observation, while Snedeoor’s F has been 
called in to supplement Fisher’s z test. Professor Kendall has 
also carried out other small acts of modernisation. The ” semi¬ 
invariants ” have become “ cumulants ”; ” universe ” has be^n 
replaced by “ population ”; and the “ workhouse ” has given 
way to the more socially non-committal ” institution.” The 
more usual summation sign S has replaced 8 throughout. 

The critical remarks made here relate in the main to details, 
and should not be allowed to obscure the value of Professor 
Kendall’s attempt to adapt still further to present-day needs Mr. 
Yule’s earlier work. However, everyone with the best interests 
of both economics and statistics at heart would surely agree that 
it was never more important than now that undergraduate econo¬ 
mists (inter aUos) of moderate mathematical skill should be 
actively encouraged to pursue the theory and practice of statistics 
as far as is humanly possible. ' The text-book that enables them 
to do this has yet to be written. To be successful such a work 
will have to make many more concessions to the known mathe¬ 
matical limitations of its prospective readers than Professor 
Kendall has been prepared to do so far. It is to be hoped that 
he will undertake this worthwhile task in the not too distant 
future. 

A. D. Boy 

Cambridge. 

Production and Wdfare of AgricuUure. By Thbodokb W. 
SoHtTLTZ. (New York and London : The Macmillan Com¬ 
pany, 1960. Pp. vii -f 226.) 

In his Preface Professor Schultz describes the purpose of this 
series of studies to be to untangle the economic strands of American 
agricultural policy since the First World War, to make explicit 
its objectives and re-ex&mine their meaning and to suggest, 
genendly in outline form, alternative polides. The book is very 
definitely a series of studies rather ihan an int^prated volume, as 
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was‘his earlier Agriculture in an Unstable Economy. For this 
reason, and because he covers in a rather short space a very large 
number of subjects, necessarily touched on briefly, I found it less 
valuable than the earlier work. A number of interesting ideas 
are suggested; but they are not sufficiently worked out to do 
much more than indicate the general line Professor Schultz takes 
on current policy and problems. For someone like Professor 
Schultz even this is, of course, valuable. But I should myself 
have preferred to see some of his points worked out in more 
detail, even if this had meant omitting others. 

Professor Schultz still holds to the view, cogently put forward 
in Agriculture in an Unstable Economy, that agriculture is, and will 
remain, a declining industry, in the sense that less man-power will 
be required in it. But not less capital; because of various natural 
and institutional difficulties which he outlines, mainly associated 
with risk, the capital available to farmers is rationed by factors 
partly distinct from its marginal productivity and cost, and its 
marginal productivity is low. More capital is needed, as one of 
the means to overcome what he considers to be the inefficiency of 
American farming. He also argues (mainly in Chapter 10) that 
agriculture requires more economic administration by Govern¬ 
ment ; and a large part of these studies is devoted to considering 
what form this should take. 

His main theme is the importance of separating two objectives, 
the optimum allocation of resources, designed to secure efficiency 
in production, and a redistribution of personal incomes, designed 
to secure greater eqtiality. If price and production adjustments 
are used, as they were under the A.A.A. in the inter-war years, in 
order to protect farmers’ incomes when these fall too low, then 
not only will benefits go to those who do not need them as well as 
to those who do, but also resources will, as a consequence, be 
maldistributed. This is not new; but in several places it is very 
well put. 

Professor Schultz, designedly, devotes his main attention to 
the first problem. He does no more than throw out hints how 
the second is to be solved; in particular, he scarcely discusses the 
difficulty of separating out the two objectives. His solution to 
the first problem remains that of announcing forward prices to 
farmers designed to attract resources to the places where they are 
needed, of allowing the market to determine consumers’ prices, 
and bridging any gap with subsidies (or levies?). In addition, 
returns to farmers should be kept up if general effective demand 
falls off. In the light of this policy he criticises not only the 
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existing parity policy, but also the Braiu}an plan and other aspects 
of policy. 

These are only a few of the topics touched on. It is im¬ 
possible, in a review, even to indicate all the contents of such a 
very compressed book. 

Ritth Cohbn 

Neumham College, 

Cambridge. 


The Economics of Public Finance. By Phujp E. Taylob. (New 
York: The Macmillan Company, 1948. Pp. xxiv -j- 618. 
$4.60.) 

Public Finance and National Income. By Habold M. Sombbs. 
(Philadelphia: The Blakiston,Company, 1949, Pp. xii*-[- 
540. $6.00.) 

It is a practice among critics of gramophone records to com¬ 
pare the records upon which they are commenting with previous 
recordings of the same work, and there is much to be said for 
reviewers of text-books following a like course. Here also, the 
score is, roughly speaking, the same for 'ah, and here also, there¬ 
fore, the task of the reviewer is mainly to comment on the inter¬ 
pretations offered, as a whole and in respect of particular passages, 
and to draw attention to technical excellencies and deficiencies. 
What the reader wants to know is which, among the available 
alternatives, he should choose—K)ften, whether a new performance 
is worth acquiring, given the one he has got. 

The present reviewer’s opinion is that neither of these works is 
as satisfactory as the Economics of Public Finance, by the late 
E. D. Allen and Professor O. H. Brownlee, which was the first 
text-book of what we ought, perhaps, to call “ the New Public 
Finance ’’ to come from the New World. Professor Taylor’s is a 
stock performance : not much is left out, but motive force is 
lacking, there are no high-lights and much is blurred. Professor 
Somers is at the other extreme : his technique is first class, to a 
number of themes he brings fresh illumination, but the result is a 
collection of separate essays rather than a text-book of public 
finance. Advanced students can profit greatly from it, but as an 
introduction to the subject it is frightening. 

The mark (of doubtful historicity) which distinguishes the 
“ new ’’ from l^e “ old ’’ public finance is,’ of course, the applkor' 
tion of a theory of aggregates to government finance and govern¬ 
ment policy. In this country the third edition of Pressor 
Pigou’s Study in P<edMc Finance has been giv^ additional chapters 
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on this subject, Mid Part III of Mrs. Hicks’ Cambridge handbook 
deals with it. But it has been left to the Americans to put it in 
the forefront of their courses. Can this be done successfully, and 
if so, howl There are two serious obstacles. First, public finance 
is applied economics, but aggregate analysis being still a much- 
debated subject, there is the constant risk, throughout the 
djmamic parts of one’s book, of losing the confidence of the 
reader in the economics that one is applying. Secondly, and again 
reflecting theoretical problems, there is difficulty in bringing the 
dynamic analysis of budgetary and debt policy and the static 
analysis of tax incidence and income distribution into a single, 
integrated structure. Messrs. Allen and Brownlee’s way round 
these difficulties was to take a definitely normative view of their 
subject: the object of public finance was to serve public policy, 
which, for them, meant full employment, equity in the distribu¬ 
tion of income and an optimum distribution of productive re¬ 
sources—or, in the terms of Mr. Crowther’s Economics for Demo¬ 
crats, regularity, equality and efficiency. This method of ap¬ 
proach immediately reduced the size of the second obstacle, since 
it is notoriously easier to prescribe what kind of budgetary policies 
should be followed in given circumstances than it is to analyse 
out the quantitative effects of individual measures. Also, their 
method provided them with a static analysis of expenditure to 
accompany that of taxation and so, with the added doctrine that 
flexibility in taxation is to be preferred to manipulations of ex¬ 
penditure for stabilising employment, a reasonable unity of sub¬ 
ject-matter and analytical method was achieved. Both Pro¬ 
fessor Taylor and Professor Somers, however, have denied them¬ 
selves this way of escape from their difficulties by taking up posi¬ 
tive rather than normative attitudes to their subject. Professor 
Taylor does, in fact, shift his ground occasionally, but Professor 
Somers maintains an austere viewpoint throughout: 

•“ Government finance may be visualised as a powerful 
force which strikes the economy with considerable impact 
and spreads its effects through every sphere of production 
and consumption. It is difficult to visualise the magnitude 
of this impact. One method of approaching the problem 
is to follow through the points of contact of each instrument 
of government finance. A detailed consideration of these 
points of contact is the subject of this book as a whole ” 
(p. 3). 

Each author tackles the obstacles noted in his own charac- 
teristic fashion, but neithmr successfully overcomes them. In the 
choice of i^;gregate analysis, Professor Taylor draws heavily 
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upon Hanaen, using a simple, linear leverage coefficient" 
embracing both multiplier and acceleration principle, without 
much indication that thereby many things have been left unsaid. 
Few students who have read any trade-cycle theory will get very 
far here without feeling dissatisfied or uneasy. Professor Somers, 
by contrast, provides a brilliant survey of contemporary trade- 
cycle theory, fully documented, with multipliers (six of them), 
acceleration prii\oiple, Ricardo effect and the rest. But while 
this will surely prove of the greatest use to the trade-cycle 
specialist, it seems to be of very limited worth for the practical 
matters in hand, and is altogether too much for the general student, 
who wants only the main essentials. Thus, neither author pro¬ 
vides in this field that kind of finished answer, satisfactory to the 
expert yet simple enough for the tyro, which a good text-book in 
applied economics demands. 

Fault is likewise to be found with both authors regarding the 
general architecture of their books. Both break up their central 
material into its technical divisions of taxation, expenditure and 
debt. Both then appropriate the analysis of aggregates to 
“ expenditure,” leaving resource-allocation and income-distribu¬ 
tion to “ taxation,” and “ debt ” something of a rag-bag (Pro¬ 
fessor Taylor’s rather the better). This is unsatisfactory. It is 
true that, by this device, an amount of space can at last be given 
to expenditure comparable to that which has always been allotted 
to taxation; but the division depends on a false sunplification. 
Data and type of analysis do not pair off in this easy fashion. 
To each type of government activity both price and aggregate 
theory must be applied : the same tax or item of expenditure 
which alters the savings-investment gap also affects the profits 
and losses of particular firms and industries and, the net incomes 
of different individuals and classes. For each level of analytical 
investigation and in respect of each class of political objective, all 
three constituents of a public finance system, taxation, expendi¬ 
ture and debt, must be looked into. 

Now, in the case of aggregate analysis applied to employment 
policy, both authors do, in fact, recognise this. After dealing 
with the subject at length under the head of expenditure, each 
raises it again in his sections on taxation and debt, and each feels 
obliged, before the end of his book, to take it up once more under 
the unified head of “ budgetary policy ’’—Professor Somers pro¬ 
ducing a valuable survey'of recent literature in the process. But 
the oldier elements in public finance, namely, income-distribution 
and resource-allocation, are not explored in ikis fashion. True, 
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Professor Somers undertakes an exhaustive, and in some respects 
novel, inquiry into tax moidenoe, but it is not very closely con¬ 
nected with the other parts of his book, and the rest of his “ old ” 
public finance is a collection of more or less independent depart¬ 
ments. The same may he said of Professor Taylor. 

It is right that the “ new public finance ” should not just be 
tacked on to the older matter, but both these authors, it seems, 
are disposed to go to the opposite extreme. They would let it 
dominate their whole approaches to the subject. Other concerns, 
such as the reform of the tax system and the rights and wrongs 
of social insurance or consumer-subsidies, though they must be 
commented upon in a text-book, are left more or less in the air. 
Of course, such a single-minded attitude yields an integrated 
system of sorts. But it is not the integrated system upon which 
a pure theory of public finance would insist; and, on a severely 
practical plane, while it might be held to be appropriate to present- 
day issues in the United States, it certainly does not fit the whole 
of the current problem of the United Kingdom. In this country, 
as we have somewhat painfully discovered, the new purposes (and 
effects) of public finance do not oust the old. The art is in com¬ 
bining both, and the student ought not to be allowed to forget this. 

R. C. Teess 

London School of Economics. 

Taxes and Economic Incentives. By Lewis H. Kimmel. 

(Washington, D.C.: The Brookings Institution, 1950. 

Pp. 217 + X. $2-60.) 

The object of this book is to discuss the effects of the main 
taxes levied in the United States on the supply of enterprise, 
capital and labour. Separate chapters are devoted to the 
Corporate Income tax. Personal Income taxes, Sales and Excise 
taxes, Property taxes and Payroll or Employment taxes. The 
concept of taxable capacity is discussed at some length, and 
suggestions are also made for rationalising the United States tax 
structure by such measures as dovetailing the Corporate and 
Personal Income taxes and tidying up some of the more anomalous 
provisioiu of the Capital Gains tax. 

Some of this discussion is extremely useful. It is particularly 
refireshing to see the outlines of the American tax system clearly 
without having to search through the usual fat tome. The 
author’s treatment of incidence is succinct, and yet he does list 
most of the pros and cons on such thorny topics as the shifting of 
the Corporate Income tax. 
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But in its main purpose “ to appraise the principal taxes now 
employed from the standpoint of their effects on economic in- 
omitives ” the book cannot be judged successful. By leaning 
heavily on a questionnaire sent out to 1,000 business-men about 
the effects of various taxes on incentives, the author lays himself 
open to two major charges. The first is that he produces no 
evidence at all about the sampling properties of the inquiry. It 
may be that the 1,000 business-men questioned were selected by 
correct techniques of stratified sampling, and it may be that the 
200-odd who replied were a microcosm of the 800 who did not— 
but not a word is breathed about such points. Secondly, even if 
we are prepared to accept the statistical techniques without flinch¬ 
ing, it is surely naive to take the replies as they stand. How can 
the business-man possibly know whether State Sales taxes (p. 
136), rather than the host of other possible factors, have cut down 
his sales ? How much reliance can we put on the business-man’s 
own analysis of his motivations ? There is surely a strong pre¬ 
sumption that he will answer what he thinks he is expected to 
answer, possibly based on some dim recollection of what he 
learned at the Harvard Business School twenty years ago. And 
is it so malicious to suggest that, if he knows that answers to 
questionnaires from the Brookings Institution have a way of 
appearing in books and publications of various sorts, he may be 
tempted to use this free method of influencing public opinion 
about the inadequacy of depreciation allowances (p. 51). In 
short, the answers to a questionnaire of this sort may throw little 
or no light on the motivations of past or future courses of action. 

In the more theoretical parts of the book, there are a few 
peculiar omissions. Chapter I on “ Taxable Capacity ” harks 
back to the sort of arguments produced by Lord Stamp and others 
in the 1926s, but does not mention Colin Clark’s empirical in¬ 
vestigation into taxation/National Income ratios, published in 
this JouENAL a few years ago. Nor is it easy to see why the 
maximum tax/National Income ratio is necessarily higher in a 
rich than a poor country once the importance of the purely ^transfer 
nature of much government revmme and expmiditure is fully 
recognised. A valid argument might be that in poor countries 
social services and transfer payments are not usually highly 
developed, and therefore people are not used to more than a snu^ 
proportion of income being paid over to‘the Government-—but 
this is not brought forward in the text. Then the discussion of 
depreciation allowances and inventory valuations for tax purposes 
is very superficial. The conventioiud journalistic arguments 
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about the inadequacy of tax allowances in times of rising prices 
are all produced, but there is no attempt to separate the wheat 
from the chaff by considering, for instance, the high rate of net 
inyestment in the post-war period and the consequential large 
additions to accumulated depreciation funds. 

Nevertheless, despite these omissions, the book may be found 
useful by readers as a quick summary of the present state of tax 
regulations and rates in the United States. 

A. R. Pbest 

Christ's College, 

Cambridge. 

The Cost of Distribution of Consumption Goods in Australia and 
Elsewhere. By S. J. Lengyel and R. M. Bbeceoft. (Uni¬ 
versity of Melbourne (London: Wadley & Ginn), 1949. 
Pp. vi -j- 184. 36a. 

In 1946 the University of Melbourne planned a series of 
publications dealing with the economics of distribution. The 
first of the series was the pamphlet Problems of Distribution in 
Australia, which dealt generally with the need for a Census of 
Distribution. This is the second publication, and here an attempt 
has been made to assemble the facts which will, the authors hope, 
be used as a basis of a third publication outlining a policy on 
distribution. The Faculty of Economics and Commerce of the 
University deserves every credit for encouraging research in this 
most complex and important sector of our economic life, and 
Messrs Lengyel and Beecroft have here provided us with a useful 
addition to the small library on this subject. 

In the first part of the book the authors discuss the problems, 
methods and costs of distribution, illustrating where possible from 
experience and data in Australia, the United Kingdom, the 
United- States, Canada, South Africa and occasionally European 
countries. The second part of the book consists of studies of the 
costs of distribution of some twenty main groups of consumer 
goods. The costs considered are those of wholesalers and re¬ 
tailers giving where possible both mark-ups and operating costs, 
and in each instance presenting roughly comparable information 
from up to six countries alongside the data relating to Australia. 
War-time prioe-ccmtrol ordmi in the different countries have been 
need as the main source, and these have been supplemented by 
published data from cost and census investigations in different 
parts of the wcndd such as the returns of the Retail Distributors 
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AsBooiation in the United Kingdom, Dun and Bradstreet’s surreys 
in the United States and the Canadian Census of Merchandising 
Establishments. Some hitherto unpublished information based 
on the experience of Australian wholesalers and retailers is also 
presented, though unfortunately no indication is given of the 
nature of the samples taken. The years covered, for the most part, 
are 1939-46, using earlier data where available and relevant. 

The collection of this material from so many varied and, in 
some instances, unco-operative sources is evidence of the initiative, 
extensive research and knowledge of the authors, but the final 
result must be described as rather unsatisfactory. It is true, as 
Professor G. L. Wood suggests, in his Introduction, that research 
in distribution, like mining and exploration, is both exciting an,d 
frustrating. Every student of the subject knows these feelings, 
but in this instance the authors and publishers must be held re¬ 
sponsible for part of the frustration experienced when reading the 
book. 

The attempt to cover in 25,000 word.8 in the first part of the 
volume practically the whole gamut of distributive questions from 
black markets to basing-point systems, from voluntary wholesale 
groups to fallacies of percentage margins, results, almost in¬ 
evitably, in disjointedness and oversimplification. While certain 
sections, for example that on manufacturer’s marketing functions, 
are well argued and show a very sound grasp of the pitfalls of the 
subject, other sections, often containing quotations and tables, are 
either misleading or so concentrated as to convey little to the 
reader. The “ excitement,” for example, of reading and studying 
the section giving information and tables of the increase in em¬ 
ployment in the distributive trades in different countries turns 
rapidly to frustration when after only three short, pages and with 
a number of questions in one’s mind about the comparability 
of the figures the reader turning the page finds himself plunged 
into a 600-word discussion of restraint of trade. The complica¬ 
tions of the subject and the inherent value of the research done 
deserved a smaller canvas and less-hurried writing. 

The second part of the volume is narrower in scope, and the 
studies read interestingly. But again more care in distinguishing 
clearly between the evidence from different countries and in 
giving in every case the operative dates of the various price orders 
would have greatly enhanced the value of tke vffiume as a source 
book. 

Finally, reference must be made to the production of the 
volume. To speed up publication photographed typescript has 
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been'used without, apparently, any proof reading whatsoever. 
A casual count has shown over fifty obvious errors in the text, 
including some of figures and references. When figures and 
extracts and tables from other publications form such an important 
part of the study such carelessness is almost inexcusable. Cer¬ 
tainly students wishing to use the data must be advised to check 
with the original sources. 

J. B. Jbffbkys 

National Institute of Economic and Social Research, 

London. 

Management Research in Retailing. By H. Pasdbbmadjiak. 

(The International Association of Department Stores. 

(London: Newman Books), 1960. Pp. xii + 177. 16s.) 

The activities of the International Association of Department 
Stores—a society for management research—are little known in 
this country, and this volume by the Secretary of the Association 
is of value in going some way towards filling this gap. 

The Association, founded in 1928, was one of the many scientific 
management research groups of both national and international 
flavour which sprang up in Europe in the somewhat hot-house 
conditions of the middle and late twenties. The best known of 
these was the International Management Institute of Gfeneva. 
But in the stormy economic and political climate of the thirties 
acts of faith—and Dr. Pasdermadjian suggests that any initiation 
of research implies an act of faith—^were rare, and the International 
Association of Department Stores is practically the only body 
that has a record of continuing membership and activity since the 
optimistic days of the twenties. 

The reasons for this success are many. One factor was the 
relatively limited scope of the Association. In twenty years’ 
history the maximum number of members has been ten and the 
minimum, at foundation, four. At present the membership 
numbers eight, drawn from that number of European countries. 
No British store is now a member, though both Messrs. School- 
bred and Harrods have been associated with the work. The small¬ 
ness of numbers arises from the deliberate policy of restricting 
membership to one store from each country, in the belief that the 
essential frankness and openness could be secured only if no direct 
competition existed between the firms. But without delving 
further it is obvious that the success of the Association was 
primarily due to the fact that it fulfilled a need and assisted mem¬ 
ber firms to operate more efficiently and profitably. 
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An appreciation of tluB is gained from the interesting descarip^ 
tion of the method of operation of the Association. Bi-annual 
meetings of top executives were followed, as confidence in the 
Association grew, by meetings of research managers, controllers, 
merchandising, sales promotion, store mid personnel managers. 
Particularly important and instructive were the so-called critical 
store visits, when the chief executives of idl the member firms 
visit one of the firms and make an on-the-spot investigation lasting 
several days with the object of offering suggestions to the firm as 
well as learning themselves. Regular statistical exchanges, and 
with them the hammering out of standards of comparison, have 
been a major activity, and in this connection the list of physical 
operating standards and financial operating standards given qn 
pp. 38-9 is of considerable interest and value. 

Less satisfactory from the angle of judging the actual success 
of the Association is the account of the work done. A con¬ 
siderable section is devoted to a discussion of the general prin¬ 
ciples of scientific management and of, the improved methods 
of organisation introduced by member firms. This discussion is 
far more readable and realistic than most outlines of the subject, 
though even here we get a measure of the usual pontifical quota¬ 
tions, jargon and mumbo-jumbo about functions, sub-functions, 
co-ordinate contacts and such like cheek by jowl with detailed 
suggestions which make the reader think he has stupidly missed 
some hidden problem. On page 101, for example, we are solemnly 
told: 

“The daily number of visitors is easily determined by 
having a recording meter at each entrance. The total 
number of visitors in the store can be obtained by posting at 
each entrance an additional checker, recording the number 
of visitors leaving the store. At any given time the differ¬ 
ence between the totals of the observers recording the 
entrances and the totals of those recording the exits gives the 
total number of customers who are in the store.” 

These irritations would be of minor significance if the reader 
was told what happened next and was given facts and figm^s; 
if he were told exactly what effect the introduction of functional- 
isaticm had on the buying and selling policy and on the results of 
a firm, or, after a check has been made on the numbws in a store, 
to what specific use and with what results was the information put 
by different stores at diff eitot times* The answers to these and the 
many other questions that adse no doubt lie in the archives of the 
firms or at the Association office, but a great opportunity would 
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app^ to havo been lost of going beyond generalisations on 
scientific nutnagement to a detailed assessment of the results of 
the nse of different techniques and programmes in varied settings. 
The historian and the economist will also regret that no indication 
is given of what twenty years of changing economic conditions 
have meant in terms of organising, capital, merchandising and 
labour policy (though there is a revealing hint that less attention 
was paid to scientific management principles during the recent 
sellers market (p. 81)) or whether the experience of the Associa¬ 
tion provides any answer to the suggestion that department stores 
have reached the limit of their expansion. 

. The need for secrecy regarding actual trading practices and 
results and the smallness of the sample may have precluded the 
author from attempting these tasks. And within the limits in¬ 
dicated Dr. Pasdermadjian has given us a most useful and readable 
handbook on scientific management in retailing and on the prob¬ 
lems of mutual international help on business problems. But 
a plea can be made for the publication at some future date of 
economic and statistical case histories of these pioneer firms to 
enable a clearer judgment to be made of the workings of scientific 
management and the trends in retail trading in different countries. 

J. B. Jefferys 

National InatiltUe of Economic and Social Research, 

London. 


Price Control. Government Intervention or the Free Market ? 

By F. R. J. Jervis. (London : Hutchinson’s Scientific and 

Technical Publications, 1949. Pp. 224. 125. 6d.) 

Individual Firm Adjustments Under OP A. By S. S. McMillan. 

(Bloomington, Indiana; The Principia Press, 1949. Pp. 

XV 4- 266.) 

Duiuno the last ten years immense experience has been 
gained in the administration of price control in many different 
countries, and a detailed* study of the economic effects of the 
various measures would be of great interest. Although Mr. 
Jervis and Dr. McMillan are both concerned with aspects of this 
subject, neither has attempted to grapple closely with the major 
economic issues raised by the policy. Still, their books are useful, 
and it would be ungracious to criticise authors who have had 
certain purposes in mind for not having written with different 
intentions. 

Mr. Jervis covers a very wide field in his little book. After 
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a brief exposition of the functions of the free market price, he 
proceeds rather breathlessly to survey the extensive region in 
which its operation is now subject to some form of control. 
Government intervention in the price policy of public-utility 
enterprises, the regulation of commodity prices by associated 
producers, Government control over retail prices and roits, the 
substitution of bulk buying by the State for private trading in 
the commodity markets and Government restrictions upon 
private profits, all these come under review. The main facts are 
concisely set down, and the consequences of the departure from 
the principles of a free pricing system are clearly expounded. 
The wide range of topics with which Mr. Jervis deals leaves him 
little opportunity for probing deeply into the operations of these 
controls; but-his book should be useful for the general reader or 
elementary student who wishes to inform himself of the nature and 
extent of Government interference with market processes during 
recent years. 

Mr. Jervis writes as one who abhors the controls that he 
describes, and his book is in the form of a polemic rather than of a 
survey. This gives forcefulness to his exposition; but he some¬ 
times does less than justice to the practical difficulties which led 
to the imposition of the controls. For instance, even though one 
may accept most of his criticisms of retail price control, one is left 
unconvinced that its effects have been wholly mischievous. In 
the first place, it is misleading to ignore the part that price control 
may play in checking the development of the wage-price spiral, 
and a realistic treatment of the subject requires a direct approach 
to the question whether the unfortunate effects of price control on 
the disposition of resources and on production outweigh the 
probable consequences of uncontrolled inflation. It is easy, but 
not very helpful, to argue that the reduction of the inflationary 
pressure is the proper solution. In the context of general econo¬ 
mic policy this may be true enough; but what one reaUy wants to 
And in a book on price control is a discussion of whether price 
control, given the inflationary situation, is on balance beneficial. 
In the second place, it is impossible to understand the working of 
price control in this country during and immediately after the war, 
unless one realises that it was merely one part of a system of 
controls, each of which reinforced the other. During the last two 
or three years the price-control machine has operated with 
growing difficulty because many pther controb, formerly asso¬ 
ciated with it, have been abandoned, and price control has been 
left to x>wform tasks beyond its powers. 
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Zlr. MoMillui’s book is of a very different type. The author 
was a prominrait member of the Office of Price Administration 
during the war, and in the light of his experience he has reviewed 
the administration of what was called in the United States 
“ individual firm price adjustments ” as distinct from “ general 
or industry-wide actions.” In the United States, as in this 
country, the general measures included the imposition of “ price 
freezes,” the issue of orders which laid down maximum cash 
prices or margins, and the provision of “formulas” by which 
sellers could calculate the maximum legal prices of their goods. 
These general measures, especially those that fell under the first 
two heads, sometimes led to hardships for individual firms, or 
seriously interfered with the supply of essential commodities. 
So, in order to introduce flexibility into the price-control system, 
it was necessary to set up machinery for dealing with the prices 
of particular firms in cases where the general “ ceilings ” were 
inappropriate. In the United States an elaborate oi^anisation was 
created and a body of rules worked out for handling these oases, 
and Dr. McMillan’s book is mainly concerned with a detailed 
examination of this part of the price-control system. In Great 
Britain this problem was normally dealt with by the issue of 
directions, under the various Price Control Orders, to individual 
firms. What surprises the English reader is the vast number of 
“ individual firm adjustments ” found necessary in the United 
States; the author estimates that up to June 1946 there were 
over 100,000 cases and that 56,000 of these were handled in less 
than two years. The problem at no time assumed anything like 
this prominence in Great Britain, and the striking contrast 
between the exx>erienoe of the two countries in this respect doubt¬ 
less depended partly on differences in methods of price control and 
partly on differences in the economic conditions with which the 
administrators of the policy were confronted. 

Dr. McMillan’s acooimt brings home to the English reader, 
first, that at the centre of government the functions of price 
control were much more highly concentrated in the United States 
than in Great Britain, where during the war they were shared 
among many Govemmait Departments, and second, that greater 
administaratiTe disoietion was given in the United States than here, 
ec^ieoially in ooxmeotion with the (legation of authority to “ field 
offices.” The author is satisfied that price control played an 
imfiortatit part in chedcing inflation; but hie analysis of economic 
consequences is not oaxrM very far, wd his book throws more 
li^t bn the administraiave problems than on the perplexing 
No. 240.— VOL. LX. 3 r 
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economic issues raised by the policy. Nevertheless, he has made 
a useful contoibution to the economic history of the Second 
World War. 

G. 0 . Allen 

University College, 

London. 


Die Seilbstregulierung 'der Zahlungsbilanz. By Emil KiiNO. 
(St. Galler Wirtschaftswissenschaftliohe Forschungen, Band 
6.) (St. Gallon : Verlag der Fehr’schen Buchhandlung, 1948. 
9J". Pp. X + 266. S. ft. 26.) 

Two thoughts struck the reviewer on laying down this book. 
The first was that contemporary theory has remarkably little 
to say on the way in which the level of prices is related to the level 
of employment. In midtiplier-analysis the conventional assump¬ 
tion is that prices are constant, at least until full employment is 
reached. Until it is, incomes have to bear the whole strain of 
domestic and international adjustment; thereafter price-move¬ 
ments take over. The formal theory 'of the way in which the 
two co-operate is, to say the least, somewhat sketchy. 

The second thought (largely prompted by a series of discus¬ 
sions with Dr. J. S. Pesmazoglu) was that imports are too fre¬ 
quently treated as though they were simply “ induced ” items, 
depending passively on the level of income in the importing, 
country. This may be a legitfanate way of looking at imports of 
consumers’ goods, but imports of investment goods (which com¬ 
prise quite a large proportion of total imports in the real world) 
are surely as autonomous as investment itself. Whether they 
are most conveniently regarded as depending on the level of 
income, the rate of change of income, the expected rate of profit 
or something quite different is a question not yet ^tled. But it is 
beyond dispute that increased imports, far from being a mere 
“ leakage ” from the circular flow, often constitute an essential 
pre-requisite for increased investment. The history of E.B.P. 
bears ample writness on this point. 

These are criticisms of contemporary theory rather than the 
bo(& under review. Indeed, Dr. Kiing has threaded his way wiGi 
rare skill through the many difficulties which inevitably beset 
anyone trying to give a reasonably complete account of the 
working of the balanoe-of-payments mechanism in an uncon¬ 
trolled eoonmny. He expresses few views of great originality; 
but his touch is uniformly sure, and—^whether he is desoribii^ Gie 
idiosyncraoies of the classical gold standi^ or the complexities of 
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ouirently fashionable multiplier-analysis—his exposition is ad¬ 
mirably lucid. Among professional economists theoretical vir¬ 
tuosity is all too often coupled with a startling naivete, but Dr. 
Kiing is refreshingly free from illusions about the remoteness from 
reality of much of the formal theory he elucidates. His book can 
be warmly recommended' to anyone with a reading knowledge of 
German. 

J. DE V. Graaff 

St. John's College, 

Cambridge. 


Ricerche sui contributi ingleei atta teoria della moneUi. By Ebaldo 
Fossati. (Florence : Casa Editrice Del Dott. Carlo Cija. 
1940, Pp. 263.) 

This, the first volume of a study of the development of British 
monetary theory between 1797 and 1844, covers the years from 
1797 to 1811. From the theoretical standpoint this earlier period 
is in many ways more interesting and important, and has been 
less closely studied, than the later period which led up to the 
passing of the Bank Act of 1844. 

Professor Fossati attributes the main credit for establishing 
the theory of money and hank credit on sound lines to Walter 
Boyd, Henry Thornton, Lord King and John Wheatley, all of 
whom wrote books or pamphlets of outstanding merit between 1800 
and 1803. It was these 'writings which formed the basis of the im¬ 
portant Report of the Parliamentary Committee on monetary 
conditions in Ireland, which was published in 1804, and which 
anticipated in matters of fundamental doctrine so much that 
appeared six years later in the far more widely known Bullion 
Report of 1810. He says of the Irish Report that— 

“ it is of great value for the theory of money as it confirmed 
principles which had been enunciated in recent writings. The 
depreciation of money as indicated by the rate of exchange 
and the high price of gold; the quantity theory estahlished 
to clarify the relation l^tween money and prices; the mech¬ 
anism of the exchanges, with the determination of the limits 
of fluctuation under conditions of convertibility; the 
balance of payments as one of the elements influencing the 
exchanges; deflation as a means of raising the value of 
the currency in circulation—these ate henceforward principles 
whi(^ have been acquired by economic science within the 
brief space of four years.” 

He also accords high praise to the work of Leslie Foster (1894), 
William Blake (1810), and, for certain important aspects of the 
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effect of credit up<m prices, to Dugaid Stewart (1811). In 
general, he holds that the originality of'Ricardo’s contribnrions 
to monetaiy theory has been ezag^rated by subsequent writes. 
As only one example of this, the purchasing power parity theory 
of the exchanges was formulated for the first time by John 
Wheatley, several years earlier than Bichardo’s own contributions 
on the subject. In certain respects the work of Ricardo was less 
creative and indeed less far-seeing tlum that of some of his 
immediate precedessors and contemporaries. 

Professor Fossati has made a very useful addition to the 
literature of the history of economic doctrine in the special field 
of monetary theory. His book is well and clearly written, and 
the extracts from the writings of the period are excellently 
chosen. His qwn critical comments add appreciably to the value 
of the work. 

C. W. GmiXBBACD 

St. John's College, 

Cambridge. 

« 

The United States and the Restoration of World Trade. An 
Analysis and Appraisal of the I TO Charter and the Oenerad 
Agreement on Tariffs and Trade. By W, A. Beown. (Wash¬ 
ington D.C. : The Brookings Institution, 1950. Pp. xiii -f- 572.) 

The purpose of this study of the l.T.O. Charter and of the 
General Agreement on Tariffs and Trade is “ to examine these two 
international instruments, to trace their historical origins, to 
clarify and explain their provisions, to place them in their con¬ 
temporary setting, and to evaluate them as instruments of United 
States foreign economic policy.” This last part of the study, in 
which the author gives reasons for his perscmal view that the 
United States should ratify the l.T.O. Charter, comprises only a 
small part of the total. Some 170 pages (nearly one-third of Hie 
book) are devoted to an appendix containing the text of the 
Charter, with minor omissions and verbal changes, re-arranged in 
a manner intended to facilitate its detailed study. The text 
consists mainly of a painstaking, factual analysis of the historical 
origins (including a long account of the negotiations in lioadon. 
New Ycvk, Geneva and Havmia), of the excenhugly comidioated 
provisions of the Charter and of the General Agie«aeat, of ihrir 
relaidon to each other uid to the United Natkms machinery, and 
of the legislative and administrative action required by the United 
States if the Charter is ratified. 

Since Hie author does not shirk detml^ the book ie neoeMarSy 
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lo)tg, somewhat repetithre and at times heavy going. But it 
undoubtedly helps the reader to a proper understanding of the 
basic documents. It shows the significance, which might other¬ 
wise be misunderstood or overlooked, of particular words and 
phrases, often adopted only after long debate. The account of 
the n^otiations will be Of particular interest. The author was 
an official of the Department of State when the ideas that led to 
the negotiation of the Charter were first being developed, and he 
attended the Geneva and Havana conferences as an observer for 
the Brookings Institution. He has also worked through the mass 
of documents available at U.N. Headquarters relating to the 
negotiations. The summary he gives of the discussions will be 
of considerable use to the student of the Charter. His sorting 
out of the main issues raised and his listing of the arguments used 
by different countries provide raw material which may prove 
stimulating to the international trade theorist. His account 
illustrates the difficulty of reconciling divergent philosophies and 
the interests of some fifty sovereign states without fatally weaken¬ 
ing the resulting agreement. He does not fail to emphasise the 
departures from liberal trading principles contained in the Charter 
to suit United States requirements, in particular, the “ compre¬ 
hensive provisions for special treatment of trade in agricultural 
products, which would allow the U.S. as a member of the I.T.O. 
to continue its agricultural two-price system.” A recurring theme 
in the book is indeed the “ basic conflict ” between United States 
foreign and agricultural policy. 

There is an interesting account of the experience to date of 
G.A.T.T. Quite apart ^m negotiating reductions in trade 
barriers, the contracting parties have been called upon to deal 
with a considerable number of special problems, including com¬ 
plaints by Cuba about riie reduction of preferences granted by the 
United States, by Czechoslovakia about United States export 
restrictions, by France about Brazilian consumption taxes, by 
Pakistan about discriminatory internal taxation in India, by the 
United Statra about import regulations in Cuba, and applications 
from Brazil for permission to withdraw tariff concessions, from 
Ceylon and other underdeveloped countries for permission to 
impose or retain quanritative import restrictions for economic 
development, from the United States for permission to grant new 
piefer^ees to the Marianas, Caroline and Marshall Islands (an 
application critioised by the author). Some of the decisions made 
may be taken as precedents by the I.T.O. if it comes into being. 
The author concludes that the experience of G.A.T.T. “ proves 
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the usefulness of an international forum in which countries work 
out problems relating to commercial ^licy undmr agreed rules 
and procedures.” 

In a final chapter the author discusses four main courses of 
action open to the United States if the Charter is rejected. One 
would be a return to bilateral negotiations under the Trade 
Agreements Programme, and another the use of G.A.T.T. as the 
principal instrument of United States commercial policy. A 
third would be an attempt to re-negotiate the Charter to seoiu'e 
a better document from the United States point of view; the 
author is rightly sceptical of the possibilities. A fourth would 
be resumption of full freedom of action; here the author describes 
a school of thought in the United States that would seem to 
advocate “ an aggressive trade war against all countries that do 
not accept ‘ liberal-capitalist ’ ideas and methods.” 

But there is little language of this type in the book. It is 
almost wholly a sober, factual analysis. The reader must not 
expect to find in it a full treatment of all the puzzling problems 
of international trade that have been' raised in recent years; 
certain issues that have aroused considerable controversy are 
hardly mentioned. The book is of value mainly as “ a permanent 
and definitive record of the most comprehensive series of inter¬ 
national economic negotiations ever undertaken.” 

6. D. A. MacDouoaix 

Wadham CoUege, 

Oxford. 


Human, Behaviour and the Principle of Least Effort. By G. K. 

Ziff. (Cambridge, Mass.: Addiron-Wesley Press, 1949. 

Pp. X + 673. $6.60.) 

Db. ZiBf, in this “ Introduction to Human Ecology ” 
that in human organisation and behaviour a distribution of values 
is frequently found such that the highest to the lowest values 
foUow one another in series according to a particular formula. 
This formula, which is one of harmonic progression (or rather 
degression) type, e.g., 100, 60, 33|, 26, 20 . . ., holds when items 
are ranked in order of magnitude. It applies, according to Dr. 
Zipf, to such diverse phenomena as individual’s incomes (where he 
claims to correct the Pareto formula), the largest cities of a country 
ranked in the order of thmr population, industries ranked in order 
of their number of establishments and words ranked in order of 
the frequency of their use, even (pp.*26 ff.) by James Joyce. 

Up to this point we can follow Dr. Zipf, though verification 
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vj^oiild be easier if he gave more names, times, places and figures 
instead of graphs. Undoubtedly there are certain distribution 
formulae followed by human oiganisation and events; the normal 
Gaussian distribution is one. But where we cannot follow him 
is in supposing the harmonic distributions he has disclosed to be 
in some special sense unique, nay, almost mystic in quality; or 
always to depend on a principle of least effort. 

Dr. Zipf’s data are mainly of the type where the frequency 
distribution is positively skewed, that is to say there are only a 
few items with large values but many with small. There are, 
for instance, few very large towns but many small towns and 
villages; a few industries with very many plants, many with only 
a few; and, of course, few rich men and many poor. 

The double logarithmic charts comparing theory and empirical 
data look convincing, because points are placed in order of their 
magnitude, largest first from left to right. The curve is therefore 
bound to slope downward to the right. And the points farthest 
to the right, where values are small and items many, will show 
by this very bunching a strikingly continuous curve. 

The particular interest of Dr. Zipf’s book to an economist is 
the extreme “ economic man ” interpretation he uses to explain 
his series. His argument summarising the distribution of 
economic power and social status in terms of income and wealth 
(on p. 600) is that “ a person is always economical, and that it is 
always economical for a person to procure some one else to do his 
work for him.” It is difficult to pin down Dr. Zipf to a precise 
application of his theory, but one gathers that a bureaucratic 
41ite gets an inferior class to do its work at a lower income, that 
class in turn a sub-inferior class, till the process of delegation and 
exploitation at lower and lower wages reaches the bottom sub¬ 
sub-sub pariah class. There is thus a succession of income levels, 
for some reason harmonic in series. This succession also appar¬ 
ently applies to incomes and the wealth of groups and institutions, 
e.g., the assets of corporations. 

Economic and political status certainly presents the hierarchical 
principle of the greater the fewer, the humbler the more frequent; 
but whether the humbler always increase precisely on the Zipfian 
formula and if so, why, remains still to the reviewer an open, 
though certainly interesting, question. The answer worked out in 
this book is perhaps something more than just a mystique or a 
King Charles’ head and may incidentally prove useful. The 
non-Gaussian, highly skewed distribution is fairly frequent in 
economic behaviour. Besides Zipf’s instances there are the 
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shareholdings in Joint Stock Companm;. the sizes of faetoxies 
in any one industry or manufacturing generally; the sizes of 
localised production centres in any industry. Here averages and 
deviations from average are of little significance, if not positivdy 
misleading, and other methods must be found of summing up 
the general level, the d^ree of variability and the shape of distri¬ 
butions. The harmcmic series, with its relatively thh^ long 
tail, certainly resembles the shape of much human behaviour 
and organisation. Comparison of observed facts with some 
theoretic series of this type used as a standard may well bring 
order, perspective and analysis into what are now mere detailed 
descriptions. 

P. Sabgaitt Flokbnok. 

University of-Birmingham. 


TeorUt de la Politica Social. By Makitbl i>b Tobbbs. (Madrid : 
Aguilar, S.A. de Ediciones, 1940. Pp. xxiv, 314. 80 

pesetas.) 

In his prologue Professor Torres tells ds that he has sought in 
the Theory of Social PoUcy to discuss the economist’s contribution 
to formulating the ends of social policy and to analysing the 
means whereby they may be attained. As regards the goab of 
policy, he considers that decisions here should be left to the 
political authority guided by current sentiments and opinions. 
For all that, Professor Torres does have in mind a very definite 
aim for social policy: the redistribution of income. Indeed, 
policy is “ social ” for the most part where it involves some 
redistribution of income. Nonetheless, while the book centres on 
this problem, we are not told how great a redistribution is envis¬ 
aged. A movement of income towards entrepreneurs is con¬ 
sidered to be bad, and one towards wage-earners good. 

The yardstick whereby Professor Torres measures the re¬ 
distribution effect of a policy is its impact on profits. In conse¬ 
quence, his macro-economic theory of profits has a omeial rdle 
to play. Profits are held to be equal to investment minus savings. 
The baric assumption underlying this conclusion is. the rather 
odd one that the outlay of entrepreneurs as a whole consists of 
payments for oai^tal a^ labour used in the consumption-goods 
industries cmly. Unfortunately this assumption is not dismissed; 
and, indeed, it afpears to be at variimoe with Profeseor Tmxes’ 
useful exposition of the real and monetaxy flows in the eemiomy. 

The subsequent riiapters ccmtain, for the most part, discus- 
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.sions of different p<dioies in the light of their effects on distribution. 
Thus in the chapter on full employment, Professor Torres briefly 
outlines the difficulties of deflning full employment and then 
proceeds to discuss full-employment policies and redistribution. 
Policies stimulating investment raise employment, but they also 
raise profits—savings being assumed to remain constant or to 
rise less than investment. This increase in profits is interpreted 
as indicating a shift of income towards entrepreneurs. Thus 
efforts to raise employment through stimulating consumption are 
considered to be best, although much will depend on current 
circumstances. 

This conclusion as to the compatibility of redistribution and 
full-employment policies is used to support the advisability of the 
former. The argument is that measures for redistribution can 
be used to stimulate employment, and that full employment 
ensures maximum production. There is, however, no discussion 
of incentives and productivity. 

Professor Torres sets out carefully the various forms of 
redistribution and discusses the means for achieving them. There 
is, first, qualitative redistribution which involves direct control 
of consumption. This raises the great issue of how far the State 
should go in curbing the individual’s fieedom, but unfortunately 
he considers this to be beyond his terms of reference. Functional 
redistribution is carefully examined, but is not favoured, as it 
shifts income from class to class and not necessarily from rich to 
poor. Lastly, there is quantitative or personal redistribution. 
Professor Torres probes carefully into the causes of personal 
inequality of incomes, but he does not examine so thoroughly the 
ways of changing this inequality. 

This concludes the general section of the book. In the second 
part, there are a number of chapters on various aspects of social 
polity: wages policy, the financing of social security, profit- 
sharing schemes and agricultural policy. These chapters contain 
much that is of great interest, but one may perhaps be justified in 
being hesitant about some of the author’s more precise conclusions 
on such complex problems. Thus there is much truth in the 
asseridmi tiiat a general rise in wages ben^ts entrepreneurs only; 
but assumptions should be made more dear. The examination 
of tbe various means of financing social-security measures is a 
oardbl essay on a diffieult subject; but can we really be as certain 
as is "BtaSonoit Torres on the difficult problem of the incidence of 
taxarion and of othor speohd levies ? On the other hand, thme 
is a most interesting chapter on die vicissitudes of the profit- 
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sharing movement on the Continent; and a brief but infonnative 
sketch of the structure of Spanish agriculture. 

A. D. Kkox 

Tht Londm School of Economics. 


New Worlds Emerging. By Earl Pa&kbb Hansor. (London : 

Gk>]lanoz, 1960. Pp. xx + 386. 16«.) 

Mb. Hanson is by training an engineer, but by ex}>erience 
and inclination he is a geographer who has acted as expert con¬ 
sultant and explorer in several tropical and arctic r^ons. On 
the basis of these experiences, he sets out enthtisiastically to refute 
the assertions of “ etcademioians ”—soil scientists, geographers^ 
meteorologists'and agronomists—^that these frontier zones are 
unfit for white settlement. With a wealth of illustration, he 
points out repeatedly that shortages of labour (white or coloured) 
and capital, not climatic factors, have inhibited development in 
the past; wherever these shortages are remedied, there are “ new 
worlds emerging.” 

This early part of the book, which sweeps from continent to 
continent survepng agriculture in the Arctic, settlement in the 
rain-forest and industrialisation in the Caribbean, makes fascinat¬ 
ing reading. But Mr. Hanson believes other experts to be in 
error, and he undertakes to answer the prophets of secular stag¬ 
nation as well as those “ Neo-Malthusian Jeremiahs ” who foresee 
a future ruined by an exhausted and over-populated land. The 
new worlds emerging, he believes, provide both outlets for the 
savings of mature economies and overflow areas for the excess 
workers of densely populated countries. 

Agains(/ secular stagnation he presents a convincing case. In 
all areas he distinguishes three historical periods ; first, primitive 
agricultural quiescence; then colonial-imperial growth (during 
which foreign investment is applied extensively in the hope of 
high remitted profits); and finally advanced industrialisation 
(financed by intensive foreign and home investment, protected by 
tariffs and nationalistic controls and accompanied by secondary 
and tertiary enterprises). In this third period it is necessary to 
educate both native labour and foreign investor, the former in 
techniques and govmnmMit, the latter in concepts of decent 
treatment of coloured labourers and respedt for thw institutions. 
Although Mr. Hanson shows an unfortunate inconsistency in his 
attitude to exploitation, blessing it in Siberia and Libwia, and 
cursing it in Puarto Bioo uid the Amazon, it is not difficult to 
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5liia>re his faith that there need be no secular stagnation for the lack 
of new frontiers. 

His direct replies to the Malthusian hypotheses of Vogt and 
Osborne are not so convincing. These writers have earnestly 
advocated widespread birth control and wholesale soil-conserva¬ 
tion measures to prevent an otherwise inevitable future coinci¬ 
dence of swollen populations and land exhaustion. While each 
of the areas discussed by Hanson has interesting possibilities for 
expansion, he has not shown that taken together they can produce 
enough food or support enough immigrants to prevent the disaster. 
For example, his enthusiastic description of the Amazon basin is 
punctuated with damaging admissions of its limitation to cattle 
and forest cultures—^hardly scope for the support of large popula¬ 
tions ; while his chapter on Alaska certainly fails to carry con¬ 
viction that this territory can support the ten million persons one 
of his sources claims. Northern Canada is not discussed, and the 
economic arguments about Africa hang by analogy with his 
Liberian experiences, and seem to depend on his peculiar con¬ 
viction that alternative sources must be found for the raw materials 
produced in the British Empire. The optimistic suggestion that 
our century parallels the age of exploration of the fifteenth and 
sixteenth centuries violates the caution and consideration he 
recommends to other specialists. 

Mr. Hanson’s book is an enjoyable onslaught on long-cherished 
myths about the rigours and impossibilities of settlement in the 
non-temperate zones, and a stimulating sketch of the maturing 
industries of the tropical states. While his counterblast to the 
Malthusian prophets does destroy part of their flimsy argumenta¬ 
tive structure, it does not provide the needed point-by-point 
evaluation of the confused pictures of uncurbed population growth 
and resource exhaustion. 

A. D. Scott 

Department of Applied Economics, 

Cambridge. 

Negroes in American Society. Maurice R. Davie. (New York 
and London : McGraw-Hill, 1949. Pp. ix -1- 542. 38«. 6d.) 

This is an excellent survey by a leading American sociologist 
of what may be termed the “ Condition of the American Negro 
Question ” in all its ramifications. The American Sociologist, 
social worker and administrator—as well as the American states¬ 
man—can take great credit for the thought and the care he has 
lavii^ed on this problem during the past generation, and for the 
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lesnltB in tenns of bettn standaids of }iving and of beihavioor 
vhioh are now beginning to emerge. These facts are not as wdQ 
known as they should be in this country, and a work of referauce 
in which they are contained in a small compass has a special value 
to the British reader. 

The bulk of Professor Davie’s work is devoted to historical and 
sodologioal analysis of the position of the Negro in American 
Society. On such subjects as the Family, Educatkm and Houidng 
it provides an excellent summary of the available information and 
of the conclusions of oontemporaiy authors. The book also 
contains a temperate but unflinching account of much more 
explosive topics, such eis lynching and Jim Crow Iiegisla1h>n. 
It is well informed (save in a brief passage relating to the Wert 
Indies) and -accurate. Moreover, the author has obviously 
identified himself with the Negroes in his own community fuid 
seeks at every turn to point out the most suitable paths towards 
further progress. 

It is, therefore, very reassuring that Professor Davie’s con¬ 
clusions as to future probabilities are, on the whole, optimirtio. 
The Negro has been steadily gaining in peflitical power during the 
present century, and the Supreme Court has given more and more 
attention to redressing his grievances. Improvements in social 
attitudes are evidenced by gainswhich have been made in education 
and in employment and by the social recognition which leading 
N^proes are steadily acquiring'for themselves. The policies of 
the enlightened Trade Unions and of the C.I.O. are, indeed, in the 
direction of the complete elimination of the “Negro Problem”, 
in the industrial field. Even in the South, Professor Davie con- 
dudes that the trend in race rdations is “ towards equalisation 
within the framework of segregation.” So far as his standard 
of living is concerned, the Negro has benefited' by the general 
improvement which has taken place in recent years from South 
to North, from agricultural to industrial emplojnnent and from 
countryside to town. 

The keynote of Professor Davie’s treatment of the whole 
subject is, indeed, ihat the future may be faced with oonfidmioe 
if attention is conornitrated on the improvemmit of the social 
frmuework rather than on moral exhortaticm to hummdty and 
over-emphasis op guilt, particulaTly of the Southern vwriety. 
The diminution of the Negro’s poverty-giyee hm an exoelloat 
illustration of fhis iheme because ^e “ significant fxeod in South¬ 
ern regional planning is that of improving the oondttkms of all the 
people together. . . , A kmg-term pn^pramnm of iudustxiai^ 
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CHid improvOTifflit of facilities for oommumoation and mobility 
might well do more to rednoe hostility between Negros and whites 
in the South than the most elaborate attempts at education and 
propaganda.” 

Frofessor Davie, therefore, criticises the appeal which Dr. 
Myrdal made in An American Dilemma to individuals to amend 
their values and attitudes. This, he argues, involves the fallacy 
that the Negro problem is primarily a moral rather than a social 
issue and underestimates the importance of the irrational in 
human behaviour. The problem is, in his analysis, rather to 
readjust ilie institutional structure of society so as to make it 
mote difficult for the ordinary man to adopt two conflicting codes 
of behaviour in relation to his White and Negro fellow citizens, 
as the Southern visitor to the North flnds it possible to do only 
too easily. The “ direct ” approach is attractive because it seems 
to make it possible to ” get something done now ”—^the “ indirect,” 
operatii^ through such expedients as Fair Employment Practices 
legislation, takes longer to produce an obvious result, but it is 
the method which ” sticks.” We have much to learn from analysis 
of this hind in the British Empire. 

T. S. SlMEY 

The University, 

Liverpool. 

Bachoood’s Utopias : The Sectarian and Oxvenite Phases of Com¬ 
munitarian Socialism in America: 1663-1829. By A. E. 
Bbstob. (Philadelphia : University of Pennyslvania Press 
(London : Greoffrey Cumberlege), 1960. Pp. 288. 28«.) 

Fbaitcbs TboLiLofb in her Domestic Manners of the Americans 
(1832)—she had gone out as the advance guard of her husband’s 
Bazaar, ” Trollope’s Folly,” as it came to be known in its Eden 
of Cincinnati—draws three unforgettable pictures : the lecture of 
her fensunist friend. Miss Wright of Nashoba, a revivalist camp 
meeting in the forest by moonlight, and the debate at Cincinatti 
in the early Bummer.of 1829 between “ IMbr. Owen of Lanark New 
Harmony and Texas ” and the Rev. Mr. Campbell— 

“Never did any one practise the suaviter in modo with more 
powerful effect than Mr. Owen. The gentle tone of his 
voice; his mild, sometimes playful, but never ironical 
manner; the ab^oe of every vehement or harsh expres¬ 
sion ; the affectionate interest expressed for “ the whole 
human fiunily ”; the air of candour with which he expressed 
Ms wish to be convinced if he was wrong, if he indeM were 
so^his kind smile—^tiie mild expression of his eyes—^in 
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short, his whole manner, disarmed zottl, and produced a 
degree of tolerance that those who did not hear him would 
hardly believe possible.” 

It is with this Owen that Professor Bestor is concerned and in par¬ 
ticular with the five years which he spent in America from Novem¬ 
ber 1824 to the summer of 1829, advocating “ Communitarian 
socialism ” and establishing the Community of New Harmony in 
Indiana on land which after a whirlwind tour of applauded lectures 
in the East he purchased from Father Rapp on January 3, 1825. 
Thus Harmonie of the Rappite became New Harmony of the 
Owenites—or Disharmony as it was jeeringly called ere long. 

We on this side of the Atlantic find the Owenite literature 
sufficiently heavy, whether we are of the old school nurtured on 
the Foxwell Collection or the new generation that can consult 
the private papers in Holyoake House, Manchester. But when 
Owen is related to community history, the birth of the idea, the 
pre-Owenite and the rival communities in America and the five 
years of New Harmony itself, the literature on the American side 
alone is enormous; and that one scholar could master both 
fields, as our author with his elaborate documentation clearly has 
done, is a testimony to high scholarship. 

There is, I fancy, no man about whom more biographies, or 
central chapters, have been or will be written: no man who is so 
woven into the fabric of social history as this leader and lawgiver 
of the New Industrialism; and it is because he was both that he 
is of more enduring importance than Fourier. Industrial Manage¬ 
ment, factory laws, consumer’s co-operation, labour exchanges, 
mutuality, trade unionism, juvenile and adult education, religious 
toleration, the sociology of environment, the economics of town 
and country life : each of these great topics of world-wide interest 
draws on the Owenite fountain. What the American experience 
proves is that a great idea can survive defeat. He returned to 
England, his forttme mostly gone, only to be more powerful iihan 
ever—^not that he kept his failure quiet, he went on to repeat it 
in England—to be in fact the spiritual core of the urge to volun¬ 
tary economic association in a world tyrannised by individuaUst 
excess. For he preached at bottom neither revolution nor 
gradualism, neithmr Marx nor Fabian Society, but the peaceful 
timeless joys of brotherly love. 

Professor Bestor throws the limelight on more figures than 
Ow«a himself—on William Maoluje, his partner and oritio, on his 
sons William and Robert Dale, on Frances Wright, an evangdist, 
also from the Old Wmid. He has given us mu(ffi, but one 
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.oould wish from him this much more—a bold projection of the 
Owen of 1829 into the remaining yea^s of an astonishing life. 
“ The Fulfilment of Robert Owen.” 

C. R. Fay 

Cambridge. 


Quaker Social History : 1669-1738. By Abnold Lloyd. (Lon¬ 
don : Longmans, Green, 1960. Pp. xv. + 207. 21«.) 

The “people of God in scorn called Quakers” provide an ex- 
ecUent excuse for following the present fashion of writing history 
and calling it social history. One of the most considerable and vigor¬ 
ous of the sects of the seventeenth century, the Quakers declined 
in numbers, relative to the total population, until to-day the 
Society of Friends counts only one member in each 2,500 of the 
inhabitants of Great Britain. But in generation after generation 
this small body has produced men and ideas of importance in our 
national life; and on the whole these men and these ideas cannot 
rightly be interpreted without knowing something of the religious 
background from which they came. 

The economic historian, in particular, cannot go far in the 
last three hundred years without coming across evidence of the 
Quaker influence. From the time of John Bellers, whose Pro¬ 
posals for Jtaising a College of Industry (1695) earned a well- 
deserved nod of approval from Karl Marx, the names of Quaker 
families crop up continually : Darby and Huntsman in iron and 
steel. Pease and Bradshaw in railways, John Bright and Joseph 
Sturge, Barclay, Lloyd, Gurney, Backhouse, Seebohm, Braith- 
waite, Bryant and May, Allen and Hanbury, Huntley and Palmer, 
Clark, Reckitt, Homiman, Christy, Fry, Tuke, Cadbury, Rowntree, 
Alexander, Gillett, Bevan and many more. But not very much is 
known about the social structure of Quakerism, especially in its 
early days.^ Present-day Friends tend to believe, without much 
evidence, that their forefathers were rude and lived in hamlets— 
it is, indeed, a matter of faith that religious movements begin 
with the Common People. It is further believed that, by telling 
the truth and diligently refraining from putting sand in their 
sugar, Quaker tradesmen rose to positions of wealth and im¬ 
portance; and, becoming in a generation or two tired of trying 
to force their substantial camels through a needle’s eye, they then 
left the Society of Friends and became pillars of the Church. 

^ Some facte have smce been presented in Quakers in Science and Industry, 
by Arthur Raistrick (Bannisdale Press* 1050)* pp. 28»32, 40->l. 
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The latter sad dedonsion is summed up in tlm saying: ‘'A 
Carriage and Pair drives not long to a Meeting-House.’’ 

It is time that this mythol(^ was put to Ihe test of facts. 
Is it true that a high standard of rectitude leads to success in 
business ?‘ The charm does not seem to work so well in the twenti¬ 
eth century—^the typical Friend of 1950 is a schoolteacher or a 
Civil Servant, somewhere in the middle reaches of salaried re¬ 
spectability, rather than a Marshallian entrepreneur. But the 
social position of his seventeenth-century forebears remains 
distinctly hazy. Part of the trouble (and tUs is what makes Ike 
subject so fascinating to the historian of local or national affairs) 
is the immense volume of original source material. The minutes 
of numerous business meetings, the registers of births, marriages 
and deaths, books of account, journals and biographies exist from 
the seventeenth century to the present day in remarkable variety 
and completeness. The great volumes of recorded Sufferings, 
noting for year after year in meticulous detail the distraints for 
tithes, would provide material for several theses. 

It is therefore with some disappointment that we discover that 
Dr. Lloyd has not written a social history df early Quakerism at all. 
He was apparently inspired by the discovery of a late copy of a 
paper of advices by George Fox, dating from 1669, o«dled “ Friends’ 
fellowship must be in the Spirit.” The discovery was not in itsdf 
of importance, since numerous earlier copies are known, but Dr. 
Lloyd compared his document* with a later volume of advice, 
the Christian and Brotherly Advices of 1738. (H«aoe the dates 
1669-1738 in the title, though the book in fact ranges back to 
about 1660.) The contrast, like other contrasts between the 
seventeenth and eighteenth centuries, is considerable; by 1738 
it was probably becoming unusual to refer to reverend genitemen 
as ” the priests of Baal, who are the rough, hands of Esau and 
fists of wickedness, and bloody hands.” But was Quaknism 
undergoing a socM ehaoge, becoming middle-class and Ikrowing 
off the roughness of its plebeian origin ? Or did substanIkU shop¬ 
keepers and farmers of 1670 enjoy damning their oppoORtte witii 
unlnridled Imiguage? Did the poor and the outcast flock to 
George Fox’s sermons for entertainment (the Cop Final being 
thmi unknown), or as hangers-on of their richor nd^bouta—or 
were th^ really the main substance of eady Quakwism ? I db 
imtknow; andldohbtifDr.Lioydknowcreidiw; 

In fact. Dr. Lloyd’s book consists df a series of essays ck lQattil!li 
such as the evolution of Church government, poor rckrf, Qttaksr 
marriage, the attitude to women, the printi^ of bo(^ an^.,^ 
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taping of accounts. Iktch by itself is of some interest, but the 
cmmeetion between them is less than can be justified even by 
compression within the unpromising framework of a thesis. The 
book reads as thou^ one is starting it in the middle; and all 
tim art of the publisherj expressed in pleasant type and good 
illustraticms, fiuls to make it easy going. One has the impression, 
in fact, that the author never managed to digest the material he 
was using. At the few points where a general reader can check 
his statements, he tends to show those slight inaccuracies which, 
thou^ individually unimportant, destroy one’s faith in the 
veracity of the statements that one cannot easily check. 

The standard histories of Quakerism, by William Charles 
Braithwaite and Rufus M. Jones, were written to convince as 
well as to describe. Both the economic and the general historian 
would be helped by a re-assessment of the formative years of the 
Quaker community. Dr. Lloyd has not yet succeeded in this 
task; but it is to be hoped that he, or another, will try again. 

C. F. Cabteb 

Emmanuel College, 

Cambridge. 

Economics and the PvbUc Welfare. Financial and Economic 
History of the United States, 1914-1946. By BsKjAMnir M. 
Andbbsok. (London: Macmillan, 1949. Pp. 602 -f-ziv. 
42s.) 

The late Professor Benjamin Anderson was the economist of 
the Chase National Bank throughout the inter-war years, a 
positicm which put him in close touch with bankers and banking 
opinion and permitted him to observe monetary developments at 
close range. This book is his account and interpretation of the 
financial and economic history of the United States in the years 
1914-46. Compiled largely firgm his own contemporary reports 
on finaUdal affairs in the Chase Economic Bulletin, its text and 
footnotes liberally studded with “ I-told-you-so ”s, it is a highly 
potsmud book. Professor Anderson was an uncompromising 
eooiiaoaio liberal of the old school, thmx>ughly imbued with the 
ptine^^es of coaoervative banking, «id he found much to dis¬ 
approve of in the finwooial mid eomiomio events of which he wrote. 
It appoxentiy never ooootted to him that history is more tlum an 
oi^pMtonity fer expressiag aj^Moval ot disapproval. 

Many ^ his judgments cm monetary evmitB were shrewdly 
taken. He saw, fStxr exunple, more oleariy than many American 
eeenenainE of less sternly liberal persuasicm the contribution to 
No. 240.—voi.. iiX. So 
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international difficulties made by the failure to reduce American 
tariffs after the First World War in line with the new creditor 
position of the United States; on the other hand, it is difficult to 
accept his statement that the Republican National Convention of 
1920 realised the necessity for reducing tariffs and decided to 
reverse its tariff policy, but was frustrated by the stupidity of 
President Harding. He was not carried away in the latter 
twenties by the naive faith of the Federal Reserve Board that it 
had found the way to control the American economy, though one 
cannot share his belief (p. 136) that ; 

The Federal Reserve Act would have worked well had 
traditional central bank jKjlicies been followed, namely : the 
holding of the rediscount rates above the market rates, atid 
the use of open market operations primarily as an instru¬ 
mentality for tightening the money market, not for relaxing 
it.” 

He appreciated the obstructions to national and international 
recovery created by many of the New DeAl measures in the thirties, 
obstructions which it has since become fashionable to understate. 
But again, his contention that the New Deal was responsible for 
the continuance of depression through the latter thirties is uncon¬ 
vincing. Finally, in 1945 he favoured a large outright gift to 
Britain in place of the American loan. 

Others of his judgments, some of which have already been 
mentioned, can hardly be described as acute. Were British 
difficulties in the nineteen-twenties chiefly caused by adherence 
to a cheap-money policy ? Is it true that England ” made no 
fight at all ” to stay on the gold standard in 1931 ? Did Federal 
Reserve policy, contrary to the findings of recent research, have 
nothing to do with the crisis of 1937, the blame falling almost 
exclusively on the trade unions? Finally, can the world de¬ 
pression of 1930-39 be completely attributed to “ the efforts of 
the governments, and very especially of the Government of the 
United States, to play God ” (p. 496) ? 

Whatever one thinks of Professor Anderson’s judgment in 
particular cases, one cannot fail to be impressed by his grasp of 
the principles and practice of banking. One cannot say the same 
for his understanding of monetary theory. The “ equilibrium 
theory,” which derives from J. B. Cflark and which forms the basis 
of his interpretations qf monetary events, assumes a greater 
degree of economic flexibility and' mobility than most economists 
would now consider realistic. The “ Digression on Keynes,” in 
which he attempts to refute that ” dangerously unsound thinker,” 
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shows a good understanding of the meaning of Say’s Law and a 
keen eye for inconsistencies in the exposition of the Oenerdl 
Theory, but little conception of the construction and criticism of 
theoretical models. Wider reading of the post-Keynesian 
literature, with which the author professes himself unfamiliar, 
might have made this critique of the General Theory more effective. 

In summary, this is a book by an orthodox banker, addressed 
chiefly to other bankers. The style itself is a banker’s style, 
quoting excessively from the opinions and experiences of leading 
bankers, often unnamed. (“ One fine veteran, a very upright 
man, faced this problem [the questionnaires required under the 
Banking Act of 1933], labored with it for several days and finally 
threw up his hands in despair. He died that night.” (P. 337.)) 
It is interesting to have a record of New York banking opinion on 
the events of these important years, but need it have been em¬ 
bellished with this misleading title or the extravagant foreword 
by Mr. Henry Hazlitt i 

Harry G. .Iohn.son 

King's College, 

Cambridge. 

The King's Highway. By Rees Jeffreys. (London; The 
Batchworth Press, 1949. Pp. xix 292. ISs.) 

Mr. Rees Jeffreys describes his contribution on the title 
page as ” an historical and autobiographical record of the develop¬ 
ments of the past sixty years.” Like many another autobio¬ 
graphy, The King's Hightoay will interest first of all those who 
know the author and the many people mentioned in his pages. 
The road-user, interested in the provenance of the motorway and 
in the manner in which it has been created out of the country by¬ 
ways of the nineteenth century, will be rewarded by a wealth 
of detail and anecdote—and he may share the author's animosity 
against those who diverted the proceeds of motor taxation into 
the Exchequer! The railway fancier, on the other hand, will 
find nothing here. The railways are joined with a parsimonious 
Treasuiy and the first chairman of the Road Board as agents of 
obstruction. 

The principal economic and political argument is directed 
against the Treasury and against the system of central finance 
which concentrates all public revenues on the Exchequer and 
causes funds for public expenditure to issue from the Exchequer. 
Mr. Rpees Jeffreys would like to see highway authorities assured 
of an adequate income and with the right to spend on highway 
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projects up to the limit of tlmt income, fie makes the point that 
no major roads were built from the time of Telford till the outbreak 
of the First World War; and that construction between the wars 
was undertaken in relief of unemployment and not primarily to 
satisfy the needs of traffic nor the demands of a coherent transport 
policy. The student of government will remark (possibly without 
regret) upon the inability and unwillingness of the Road Board to 
use its ear-marked revenues, the proceeds of motor taxation, as a 
means of establishing its independence. The economist will note 
one unfortunate consequence of the subordination of road con¬ 
struction to unemployment relief—the primitive methods of 
construction usual in this country, undertaken without any of 
the earth-moving equipment in common use across the Atlantic, 
and deliberately' wasteful of labour. But few economists to-day 
would agree even with the principle of an authority or authorities 
competent to construct highways and financially independent of 
the Treasury. The value of the investment controlled by such an 
authority puts it among the first of the instruments recommended 
to any government determined to plan for stability of income and 
employment. Mr. Rees Jeffreys makes much of the failure of the 
Road Board (of 1910) to embark on any worthwhile projects of 
new construction or to incur any heavy expenditure on the 
security of its revenues, the yield of motor taxation. To this 
criticism he returns again an^ again. But only once does he 
mention, and then almost by the way, that for the last half of the 
Board’s existence, from 1914 to 1918, the country was heavUy 
engaged in the First World War! To those of us who have so 
recently lived through the Second World War, it would have been 
surprising, and evidence of a wholly unjustifiable waste of national 
resources, if the Road Board had indeed been permitted to spend 
its funds on the purposes for which they had been ear-marked in 
1910. 

Mr. Jeffreys contributes a most useful chapter on the migins, 
history and work of the Road Board set up in 1910. But he has 
disappointingly little to say on the question of road finance, and 
what he does say is hardly new at this late date. The costs of 
highways, he declares, should be shared between landownors and 
motor users and between different classes of each, and the shares 
should be not only definite but also just and equitable. Possibly— 
but nothing is said to clear up the many confused and contradic¬ 
tory ideas entertained by the several classes about the size and 
equity of the share which each should contribute. Mr. Jeffir^ps 
finally takes comfort in the fact that, with transport natikmal* 
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ised, road interests, through the Road Executives of the British 
Transport Commission, will have “ an effective voice inside the 
counsels of government in favour of a fair outlay upon the King’s 
Highway.” He has surely allowed his enthusiasms to run away 
with his political sagacity, his understanding of the organisation 
of the British Government and the teachings of his own official 
experience of thirty-five years ago ! 

The impression left upon the reviewer by this extremely 
detailed and often dogmatic record is that of a single-minded and 
dedicated man. The chronicle (it can hardly be described as a 
book, if anything more is meant by that term than a collection 
of chapters upon the same wide subject) picks out first one and 
then another of a host of topics all in some way connected with 
the policy (or lack of policy as the author would have it) manifest 
in the development of the British road system from the earliest 
days of motoring down to the present. Narrative and argument 
jump from one subject to another without much obvious con¬ 
tinuity, and the style is not improved, nor assimilation assisted, 
by the author’s habit of numbering his points and changing the 
type face. The volume is well got out, lavishly illustrated and 
provided with a comprehensive index. But the reviewer notes 
with regret a certain carelessness once the author strays from 
his chosen subject. Government could no doubt (p. 194) take 
steps to encourage the training of highway engineers; but which 
British University would consent to Government prescribing a 
curriculum for the training of these young men ? 

Gilbert Walker 

University of Birmingham. 

British Broadcasting : A Study in Monopoly. By R. H. Coase. 

(London: Longmans, Green and the London School of 

Economics, 1960. Pp. viii -f 206. 12s. Bd.) 

How came British broadcasting to be a State monopoly? 
Having become one,-what effects on other broadcasting— e.g., 
by wire, or by sponsored advertising—followed? What is the 
public, private and corporate opinion on British monopoly broad¬ 
casting ? These questions, not really tackled by any book since 
the begiiming of British broadcasting, have been objectively 
examined and comprehensively answer^ by Mr. R. H. Coase in a 
monograph which, well in advance of the Beveridge Committee’s 
report on the rmiewal of the B.B.C.’s Charter after December 31, 
1951, {mmuses to bec<Hne tiie loeas dassicus on the matter for 
some time. 
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The author disclaims any desire to judge the desirability of 
monopolistic broadcasting in Britain. But like Adam Smith’s 
entrepreneur he achieves “ an end which was not part of his 
intention ”; for his careful accumulation of all public and private 
evidence, and his strict analyses of charters, blue books and white 
papers, lead him to a final “ commentary ” which reads much like 
a judicial summing-up; and it is not one calculated to let mono¬ 
poly go scot-free at the hands of the juryman-reader. His last 
words are : 

“. . . this support for the monopoly also reflects the spirit 
of the age. According to our temperament, we welcome or 
acquiesce in the extension of central planning, even, it would 
appear, when it relates to a source of news and opinion. A 
monopoly is still regarded with disquiet; but only if it is a 
private monopoly. A monopoly held by a public authority, 
as in the case of British broadcasting, is considered to be free 
from the vices of private monopolies and to possess virtues 
of its own.” 

There will be a wide divergence of opinions whether this view 
of public monopolies, widely held a few years ago, is now valid, 
in the light of our recent and fuller experiences of other State 
monopoly-services, from the Coal Board to aviation corporations 
and from groundnuts to gasworks. The trade-union movement, 
Fabian Society and political Labour Party are undergoing severe 
soul-searching on this point. Even if they all keep it secret and 
nothing results from it, the climate of opinion is changing. 

It seems a pity, therefore, that the author confined his timely, 
valuable and exhaustive study to the external aspects of our 
broadcasting monopoly—to its development and its “ public 
relations ” in the best and widest sense of that term—and did not 
look at its ecology, methodology and manner of operation as an 
organism. To take one example : Mr. Coase eschews television; 
yet in the B.B.C.’s current attitudes to television (especially to its 
natural claim for separate and singular treatment as a service) are 
being repeated almost every fallacy which Mr. Coase traces in the 
development of aural radio. To take another instance: no¬ 
where does the author broach one of the gravest problems both of 
the B.B.C. and of all other monolithic, overcentralised monopolies, 
private or public : namely, the rapid and inordinate growth of the 
incubus known as “ staff overhead.” The incidence of this ” over¬ 
head ” of administrative personnel And bureaucratic hierarchy, 
known to the cognoscenti of monopolies from Moscow to Michigan 
as “ admin, apoplexy,” has become perhaps the B.B.C.’s bluest 
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and most intractable problem. The Corporation’s non-engineer¬ 
ing personnel engaged on our domestic service alone has been 
virtually doubled in fifteen years, but the services to listeners- 
and lookers-in have not. At the outset or in mid-career, Mr., or 
Sir John, Reith, the only consistent, individual proponent of 
monopoly broadcasting, could run “ his ” monopoly (with its 
2,600 employees all told) as Calvin ran Geneva, for the citizens’ 
good as he saw it. It is gravely to be doubted if Sir William Haley 
or anyone else, inheriting a monopoly composed of world-wide and 
home services and employing 12,000 persons, could ever compass 
the altered task on the same Reithian lines. Yet the postponing 
or procrastinating extensions of the Charter have condemned the 
“ admin.” of the Corporation to swell, out of all proportion to its 
services, while old aims and methods of “ admin.” were sedulously 
followed, devolution was frowned on, and the monolith preserved. 
Upon all this, now the central problem of British broadcasting 
and all other British monopoly services alike, we must await the 
Beveridge and other reports. Yet it would have rendered Mr. 
Coase’s study invaluable if he had included the inordinate develop¬ 
ment of this administrative problem in his analysis; for it is the 
Old Man of the Sea upon the B.B.C.’s shoulders and much of the 
travail of the monopoly is due to it. 

Valuable, however, his book assuredly is. In this most 
influential, forward-looking and still largely unpredictable sector 
of our public life, there have not been more than half a dozen 
books in England in thirty years to which the serious student of 
broadcasting could go for enlightenment. Now he will get as 
much as can be known of the ways in which the listening-set 
makers, the Press (shortsightedly !), the P.M.G.s of successive 
governments—by accident of an old statute—and the (then) Mr. 
Beith all lined up to “ lobby ” for a State monopoly. He will 
learn of the fears of the organised Press that it would lose ad¬ 
vertising if sponsored advertising were allowed over the air. He 
will see why innovation, new processes and new ideas of servants 
of the monopoly are so hard to try out; and why fear and timidity 
and “ playing safe ” are the orders of the day. He will enjoy 
Mr. Coase’s own analytical enjoyment sis the latter cooUy demon¬ 
strates that a “ good ” monopoly, or “ the best in the world,” can 
still be made better; that the worst of American methods is not 
the alternative; that competitive broadcasting can be technically 
arranged; and that—as economists (but few others seem to) know 
from both Russian and American precedents in “ big business ”— 
monopoly needs an efficiency-audit, of which competition between 
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independent and devolved units is probably the best, and certainly 
the fairest and least arbitrary. He will also get a penetrating 
analysis of the politico-ethico-oultural dilenuna into which suc¬ 
cessive governments have pushed the government of the day: 
in which a Party Cabinet has to preserve the semblance of im¬ 
partiality on all broadcasting of talks and features, yet cannot give 
the B.B.C. a really free rein. 

The student and the informed layman should be grateful to 
the author (and the School of Economics) for providing, in time 
for a critical pubUc decision about British broadcasting, so in¬ 
formative and impartial yet so interestingly written an analysis 
of a familiar but secretive and strangely unknown British institu¬ 
tion ; one which ^s “ just growed ”; but one which, by common 
consent, cannot go on as it has gone on for its first generation 
of life. 

Gbaham Hutton 


London. 



NOTES AND MEMORANDA 
Mkasttbkmbnt ot Indttstbial Effioibncy 

Thb question is often asked whether efficiency of an industrial 
unit can be quantitatively measured, and if so, what should be the 
standard of measurement which can be applied with reasonable 
accuracy ? While it may be generally agreed that the absolute 
measurement of efficiency is neither feasible nor practicable, the 
relative efficiency of different units can be measured with reason¬ 
able accuracy. The word “ efficiency,” as it is commonly under¬ 
stood, is a relative term, and we characterise a particular unit 
“ efficient ” or “ inefficient ” not absolutely but in relation to 
some other units. It, therefore, pre-supposes some existing 
standards of valuation. Viewed in that perspective, we believe 
such efficiency can be quantitatively measured, if not with 
scientific exactitude, at least with reasonable accuracy. 

Standard of Mbasubbment 

The serious difficulty, therefore, arises mainly in the choice of 
selecting some suitable standards. The suitability of any unit of 
measurement will depend much upon the significance we attach 
to the word “ efficiency.” If industrial efficiency consists, as Mr. 
E. A. 6. Robinson has viewed it, “ in trying to do with eight men 
what we have hitherto been doing with ten men,” labour pro¬ 
ductivity per worker, or to put in a more scientific term “ labour 
productivity per man hour (P.M.H.),” may be regarded as a 
satisfactory criterion for measuring industrial efficiency. If, 
however, the term “ efficiency ” is used in a more comprehensive 
sense, meaning a ” measure of securing the greatest results at least 
cost,” “ Cost of Production per Unit of Output ” can be regarded 
as a most satisfactory and reliable standard of efficiency. An 
industdalist will, however, view ” efficiency ” from some different 
perspective. His aim is to produce goods with as much profit as 
can be obtained in the prevalent circumstances, and from that 
standpoint his success will be judged by his “ earning capacity.” 
Rate of profit can, thm^fore, also be one of the standards of 
measuring ” efflofemoy,” If, however, the word ” efficiency ” is 
to be used in its widest sense, it will connote a higher standard of 
living for the worker, lower prices for the consumers and greater 
returns to investOTs. But sinoe in practice these objects are 
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often in conflict with each other, we cannot think of one common 
standard of efficiency which can be applicable to all. This limita¬ 
tion prevents the use of “ efficiency ” in its widest sense. 

Thus we see that the standards of measuring efficiency will 
vary according to the purpose in view. It is also significant to 
observe that none of the several methods by which “ efficiency ” 
can be measured is in itself entirely aulequate. If all these 
criteria are used there is every possibility that the distortions, 
attributable to any one criterion taken singly, can be easily off-set. 
Moreover, if the application of all of these standards reveals the 
dominance of the same tendencies, the general conclusions can be 
fxirther verified and confirmed. 

We can, therefore, use the following standards of measurement 
for comparing the industrial efficiency of different units ; 

(i) “ Earning ” or “ Profit-making ” capacity of different 
units; 

(ii) Labour Productivity Per-Man-Hour (P.M.H.), and 

(iii) Cost of Production per Unit of Output. The lower 
the cost, the greater is the industrial efficiency. 

Rate of Profit as an Index of Effioibnov 

It is significant to inquire how far the rate of profit is truly 
indicative of the efficiency of thq industry. While, no doubt, 
gains or losses are the chief criteria by which we judge the success 
or failure of an enterprise they can by no means be regarded as 
the sole or even the most important determinant of the efficiency of 
the industry. Profits are the results of a variety of factors, and 
since efficiency is only one of them, it will not be wholly correct to 
establish any correlation between rate of profits earned and the 
standards of efficiency attained by different units. The rate of 
profit as an index of the efficiency will, therefore, have to be 
judged in the light of several qualifications and reservations. 
First, the rate of profit may vary, even in the same centre, from 
unit to unit according to the differences in their capital-structure, 
particularly the relationship between the “ owned ” and 
“ borrowed ” capital; secondly, the rate of profit may vary as a 
result of the variations in the amount of capital invested; and 
thirdly, the variations m the rate of profit may be caused by the 
operation of cyclical influences. All these factors tend to show 
that the causes, other than efficiency, may also explain and account 
for the variations of profit-rates. Hence the rate of profit, as mi 
index of efficiency, has its own limitations. 
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Laboxtr Productivity as an Index of Efficiency 

While no doubt, theoretically, “ labour productivity per-man- 
hour (P.M.H.) ” is a fairly satisfactory method for measuring the 
relative efficiency of different units, in practice a number of 
important limitations render its general application exceedingly 
difficult. For certain obvious reasons, it is difficult to measure, 
with mathematical exactitude or scientific accuracy, the labour 
productivity per man-hour. Even if such computations were 
possible, it may still be questioned whether the statistical data of 
different units are truly homogeneous for inter-comparison. The 
type of goods produced by different units shows wide variations 
in resi)ect of dimensions, texture, design, finish and quality. 
The result is that the differences in “ productivity ” as measured 
by physical volume of output may only reflect differences in the 
character of goods i)roduced by different units. Again, the 
equipment of mills shows such a va.st range of variations both 
in the character of the machinery employed and in capacity and 
actual output that it is difficult to find any satisfactory basis for 
evaluating the relative efficiency of different units. Moreover, for 
any comparison, we shall have to start on the postulation that the 
conditions of work in different units do not show significant 
variations, that the units under comparison derive the same benefit 
in respect of location and that the hours of work and the composi¬ 
tion of labour force are the same in all the units. All these 
assumptions are, of course, too far-reaching in character, and the 
generalisations based on them may even be regarded as untenable. 

Cost of Production 

The most reliable and dependable measure for comparing the 
efficiency of different units is the cost of production per unit of 
output. The lower the cost per unit of output, the greater is the 
efficiency attained by the industrial unit. Costs in a competitive 
economy can therefore be characterised as a “ barometer ” by 
which we can measure and compare the relative efficiency of 
different units. 

It need hardly be emphasised that the difficulties of obtaining 
and verifying costs of different units are infinitely great. Costs 
are always regarded as a “ trade secret ” to which an outsider 
can hardly have any access. Even the Tariff Boards, in spite of 
their written undertakings that neither the identity of the mills 
nor the cost statements supplied by them would be disclosed in 
their published reports, were unable to obtain aU the information 
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tb^ needed. Not only axe mill-owners 'ezlxemely reluctant to 
disclose any information, they have also, in many instances, 
ingeniously concealed or manipulated the available information 
in their published Balance Sheets and Annual Statements. It 
must, therefore, be admitted that the paucity of statistical 
information and the extreme variability and complexity of statis¬ 
tical data may prevent a very thorough and searching analysis of 
the relative efficiency of different units. 

Another difficulty arises with regard to the inter-comparison 
of the costing data. The units are situated in different industrial 
centres and derive differential advanti^es in resi>ect of locational 
economies. The distance of mills from the centres of raw materials 
and from the sources of power, the varying rates of wages and 
conditions of labour in different parts of the country, the marked 
divergences as regards the character and accessibility of the 
principal markets and other differences arising from the local 
environment of the industry are so great that the costing data 
available for comparison will not be truly homogeneous. Even if 
we confine our inquiry to industrial units situated in the same 
centre or area and deriving the same benefits in respect of location, 
there will still remain significant differences in the character of 
technical equipment and type of goods manufactured. These 
differences are so considerable and variable that the question is 
frequently asked whether in the absence of the uniform conditions 
prevailing in the industry, does any satisfactory basis exist for the 
inter-comparison of the costing data ? The cumulative effect of 
these limitations may be so considerable as materially to influence 
the validity of the main generalisations. 

Still another difficulty of a strikingly similar character arises 
while examining the cost-structure of different units. The 
question whether for comparative purposes, costs should be 
expressed as “ per unit of output ” or as “ percentage of the 
Value of Goods produced ” is difficult to answer without examining 
the nature of the industry and the character of industrial output. 
In industries like cement or coal, where the output data can be 
reduced to homogeneity, the costs per unit of output can form a 
satisfactory basis for measuring and comparing the relative 
efficiency of different units. But where there exists important 
qualitative differences in the character of output, such as vtuiation 
in shape, quality or design, “ cost of production per unit of out¬ 
put ” will fail to throw any light on the comparative oost-struotuie 
of differmt units. For example, in the cotton-mill industry, a 
unit opoating on yarn of less than twmty oounhs and jvoduoing 
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oiotii of coarse varietieB, capable of standardised production, will 
necessarily have lower cost of production per unit of output than 
an industrial unit operating on hner counts of yam and producing 
goods of light, fine and fanciful varieties. In such cases cost of 
production per unit of output will vary with the variations in the 
character of output. Hence the method of expressing costs as 
“ per unit of output ” cannot provide a satisfactory basis for 
cost-comparison unless comparisons are confined to particular 
counts of yarn or selected varieties of cloth. The only method, 
therefore, that can be applied for comparing the cost of pro¬ 
duction of different units is by expressing costs as “ percentage 
of the value of goods produced ” or as “ percentage of total 
turnover.” 

In such cases the cost of component items like raw materials, 
wages, stores, fuel and power, repairs, etc., would be expressed 
either as “ x>ercentage of the Value of Goods Produced ” or as 
*■ percentage of Total Turnover.” The expression of component 
costs as percentage of total eosts or turnover would furnish 
some basis for inter-comparison, and render the measurement 
and inter-comparison of industrial efficiency of different units 
possible. 

M. M. Mehta 

University of AUahabad, 

Allahabad, India. 


A Fubther Statistical Note on the Distribution of 
Individual Outfut 

In an article on ” The Distribution of Earnings and of Indivi¬ 
dual Output ” (Economic Journal, September 1950) an attempt 
was made to test statistically the hypotheses that certain sample 
distributions of individuals’ output per hour had been obtained 
from populations in which such output had a normal or a log¬ 
normal distribution. Unfortunately the tests used were in many 
instanoes inconclusive, and the whole question had to be left 
opm. In this note a brief account is given of an alternative 
method of procedure which yields more definite results. The 
results of the application of this method to the data, considered 
in Ihe article mentioned above, will be discussed. 

Suppose that we have a sample of the different outputs, in a 
given period, of n individuals. Suppose, too, that we consider a 
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partioular normal or log-normal distribution with given mean 
value and dispersion. What is the probability that the sample 
was drawn at random from this partioular distribution ? Since 
we are dealing with a continuous distribution, such a question is 
meaningless, as there exist em indefinitely large number of equally 
likely samples of size n, of which our particular sample is only one. 
We can, however, consider the “ probability density ” or “ likeli¬ 
hood ” in the neighbourhood of the sample, that is to say we can 
obtain a measure of the probability not of a particular sample but 
of a whole set of samples that lie in an interval of a certain size 
containing the particular sample. The measure in question 
is then the product of the “ probability density ” and the dimen¬ 
sions of the interval specified. Thus on a given hypothesis as 
to the parent distribution, every sample is associated with a 
“ likelihood,” which is the analogue for a continuous distribution 
of the probability of obtaining a particular sample in drawing 
from a discrete distribution. 

If there are two hypotheses as to the distribution from which 
a certain sample was drawn, the likelilioods associated with the 
sample on the two hypotheses can be compared. The hypothesis 
for which the likelihood is greater is then the more probable of the 
two. 

The problem with which we are concerned is not, however, 
to test whether a partioular sample of outputs is more likely 
to have been obtained from a normal distribution of given mean 
and dispersion or from a log-normal distribution also with given 
mean and dispersion, but is much more general, namely to test 
whether a sample is more likely to have come from any normal 
distribution whatsoever or from any log-normal distribution. 
The seemingly more general problem can be turned into the simpler 
one if we agree to give each of the two hypotheses of the general 
case the best possible chance. Thus we select that partioular 
normal distribution for which the likelihood of the sample is 
greatest and that particular log-normal distribution for which 
the likelihood is edso greatest. The greatest possible likelihood 
of the sample on a “ normal ” hypothesis is then compared with 
the greatest possible likelihood of the sample on a “ log-normal ” 
hypothesis, and as a result of this comparison one or other hypo- 
th^is is adjudged more probable. 

This procedure was carried out for the samples dismissed in 
the earlier article. A very simple* expression was obtained for 
the ratio of the maximum likelihood of each sample on the normal 
h3rpothesis to the maximum likelihood on the log-normal hypo- 
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tliesis, and this expression was then evaluated for each sample.^ 
When this ratio is greater than unity, the normal hypothesis is 
more probable than the log-normal hypothesis; if it is less than 
unity, the log-normal is more probable. Table I shows the result 
of these calculations for samples A, B, C, D, E (Male), E (female), 
F and 1, i.e., those samples for which the variation of output per 
hour (or of log output per hour) with age were not removed. 

Table I 


Letter. 

Sample description. 

1 

Sixe of 
sample. 

Maximum likeli> 
hood ratio 
(normal/log¬ 
normal). 

More probable 
hypothesis. 

1 

A 

Chocolate packing 

35 

0-429 

Log-normal 

B 

Chocolate paciking 

66 

1-084 

Normal 

i) 

Cigarette packing 

11 

0-917 

Log-normal 

U 

Cigarette packing 

20 

:i-565 

Normal 

E (malo) 

Spring manufacture 

21 

1*418 

Normal 

E (female) 1 

Spring manufacture 

24 

0-427 

Log-normal 

K ! 

Bank wiring 

73 

0*458 

Log-normal 

1 1 

Re<;ord pressing 

25 

0-718 

l-iog-normal 


For the remaining samples the procedure was similar, but 
some assumption had to be made about the distribution of age in 
the working population. For reasons of simplicity and because 
of the extreme difficulty of dealing statistically with any other 
assumption, this distribution was assumed to be approximately 
normal at least over the range of ages with which we were 
concerned.^ 

Table II shows the maximum likelihood ratios for the remain¬ 
ing samples, G, H, J and K, from which variation in output or log 
output per hour associated with age has been removed. 

^ If the sample consists of n values of output per hour .r,, a*,.the ratio 

of the maximum likelihoods can be shown to equal 


“ (log. 


- i: log. X,)* 
n I 


1 




* On this somewhat dubious further assumption, the ratio of the maximum 
likelihoods equals: 


(1 - >•'«) 
(1 - r*) 


S(log.x,-Is log.T,)*' 

n in 


n 

2 

n 


11 O'. 
1 


where r is the correlation between output per hour and age and r' is the correlation 
between log output per hour and age. 
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Tablb II 





Maximum likeli* 


Letter. 

Sample description. 

Size of 
sample. 

hood ratio 
(normal/log- 

More probid>le 
hypothesis. 



normal}. 

G 

Top stitching 

12 

2*360 

Normal 

H 

Armature winding 

9 

1116 

Normal 

J 

K 

Packing of goods 
Psychological 
laboratory test 

25 

107 

0*335 

0*030 

Log<normal 

Log-normal 


This, however, is not the end of the matter, for we can compare 
the probability of the two hypotheses using all the evidence, which 
we have obtained, simultaneously or indeed any part of thu 
evidence that we fancy. To do this, the maximum likelihood 
ratios of all the samples, or of any Election of them, are multiplied 
together. We are then comparing the likelihoods that the 
samples concerned were all drawn from either normal or log¬ 
normal distributions, the mean values mid dispersions of which 
being chosen so as to make the likelihood of each sample as large 
as possible. 

Considering all the samples given in Table I, the maximum 
likelihood ratio is equal to 0-501, so that on the evidence of that 
table the odds are 2 to 1 in favour of the hypothesis of log nor¬ 
mality. Similarly for Table II.the ratio is 0-026, and thus the 
odds are about 40 to 1 in favour of log normality. If we consider 
all the industrial samples together but prefer to omit sample K, 
because of the different conditions imder which it was obtained, 
the ratio becomes 0-442, i.e., odds of 9 to 4 on log normality. 
Finally, if all the samples are considered, the maximum likelihood 
ratio is 0-013 and the odds are just under 80 to 1 on log normality. 

The test used is thus much more conclusive than those used 
in the original article, but it is more limited in one respect, 
namely that it does not allow a hypothesis to be rejected outright 
but merely expresses its probability relative to that of another 
hypothesis. 

If we are prepared to believe that the hypotheses we have 
considered are not just two out of a hu^e number of possible 
hypotheses but are in fact the only possible hypotheses, we can 
refine the testing procedure still further.. It is now proper to 
consider the possibility that the test will lead us to consider 
one of the hypotheses to be moref probable, when in fact the 
other hypothesis is true. If we are particularly sensitive about 
the making of such mistakes, the test must be modified so that we 
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Have option of postponing judgment if the risk of error is unduly 
great. We therefore require a test such that, if the maximum 
likelihood ratio is greater than or equal to A, say, we accept the 
hypothesis of normality while if it is less than or equal to JS we 
accept the hypothesis of log-normality. If the ratio lies between 
A and B we make no decision, and thus avoid an undue risk of 
error. 

Suppose we wish to be sure that we choose the wrong hypo¬ 
thesis in only 100a% of cases, where a is a number between 
and 0*5. If the likelihood ratio is greater than or equal to A, say 
for a particular sample, the chance that this sample came from a 
normal distribution is at least A times the chance that it was 
obtained from a log-normal distribution. Thus the chance that all 
7 >os 8 ible samples, for which the ratio is greater than or equal to A , 
came from a normal distribution is also at least A times the chance 
that they were all obtained from a log-normal distribution. But 
the test is to be designed so that it is right at least 100 (I — ix)% 
of cases and wrong in no more than lOOa^^o cases ; thus, for a 

I _^ 

given a, A must be not greater than ———. By analogous 
reasoning it may be shown that B is greater than or equal to 
. ,5 1 

i — a* 

It can be shown that in practice it is reasonable to take 

^-~ _ ^ and that these values provide at least the 

a 1 — ot 

same ])rotection against wrong decisions as would the more precise 
calculation of the values of A and ♦ 

Using the ratios of the maximum likelihoods, which we have 
calculated for each sample, we can find approximately the chance 
that the ratio has decided in favour of the wrong hypothesis. 
Or, to put it another way, we can find the lowest value of a, 
which we should have to choose in order to arrive at a decision in 
each case instead of witholding judgment. The values are given 
in Table III. 

If we consider all the evidence, i.e., samples A to K, the result 
is reasonably impressive, but is the assumption that the hypotheses 
of normality and of log-normality are the only possible ones at all 
tenable ? If we agree that the output per hour of an individual 

^ See Abraham Wald, SequtrUied Analysis^ p. 41. It is possible that we might 
be more sensitive about making a mistake in respect of normality than in respect 
of log-normality or vice versa. This situation can be satisfactorily met, but will 
not be considered here. 

• See Abraham Wald, Sequential Analyeie, pp. 44-8. 

No. 240.—^VOL. LX. 3 H 
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Tablb in 


Sample(8). 

Maximum likelihood 
ratio (normal/log¬ 
normal). 

More probable 
hypothesis. 

Chance of being ^ 
wrong ifi less than 
or equal to : 

A 

0*429 

Log-normal 

30 times in a 100 

B 

1*084 

Normal 

48 

C 

0*917 

Log-normal 

48 

D 

3*565 

Normal 

22 

E (male) 

1*418 

Normal 

41 !! !! 

E (female) 

0*427 

Log-normal 

30 

F 

0*468 

Log-normal 

31 y. 

O 

2*360 

Normal 

30 tf .. 

H 

1*116 

Normal 

47 

I 

0*718 

Log-normal 

42 

J 

0*335 

Log-normal 

26 

K 

0*030 

Log-normal 

3 

A-J 

‘ 0*442 

Log-normal 

31 .. 

A^K 

0*013 

Log-normal 

i 



1 


1, or 


Chance of being wrong approximately equals 


1 

1 +B* 


when R is greater than 


R 

1 + jK 


» when R is less than 1; where R is the ra^o of maximum Jikelihootls. 


depends on a large number of random influences and that as a first 
approximation these influences act independently, then the only 
question that needs to be decided is how these influences combine. 
Do they act together additively, multiplicatively or in some other 
way ? Is there indeed any plausible method of combination that 
is not either multiplicative or additive 1 At least multiplication 
and addition appear to be equally simple operations. Is it not 
then reasonable to assume that they are the only possible altw- 
natives ? If this is so, we are at once led to a normal distribution 
or to a log-normal distribution and, provided that the assumption 
of random selection of all the samples is justified, we can state 
conclusively that the evidence is overwhelmingly in favour of the 
hypothesis of a log-normal distribution and that the chance that 
we have been misled is only 1 in 100. 


Cambridge. 


A. D. Roy 
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Unrequited Imports and the Terms of Trade : A Note 


In a recent article in this Journal,^ Professor Pigou has argued 
that the receipt of unrequited imports by one country from another 
may generally be expected to turn the terms of trade in its favour. 
In order to establish this conclusion, Professor Pigou first derives 
the mathematical condition for the country’s terms of trade to 
improve, and expresses it in terms of the elasticities of each 
country’s desires for its own and the other’s product and the 
proportions of their exports to their total production. He then 
argues that, on the basis of reasonable assumptions about the 
magnitudes of the relevant elasticities and fractions, the required 
condition is likely to be met, so that the terms of trade are likely 
to turn in favour of the receiving country. 

The mathematical argument by which Professor Pigou 
establishes his final formula ^ is rather confusing : not only are 
there a number of obvious slips in the presentation, but also the 
steps in the derivation do not seem to follow logically one from 
another. For the convenience of readers who might otherwise 
be obliged to spend a considerable amount of time in attempting 
to verify the formula for themselves, an indet)endent and, it is 
hoped, more readily comprehensible derivation of it is presented 
below. The symbols employed are identical with those in the 
original article, and their definitions will not be repeated here. 

Write p for the price of home goods in i? in terms of foreign 
goods, in the initial situation. This price must be equal to the 
ratio of the marginal desire for linen to the marginal desire for 
cloth in both countries. Consequently, in the initial situation 


In the later situation 



( 1 ) 


_ Siy-h) . 

^{A -x—r-i-k) 


-■ (p -f Ap) = 


— y + ^) 

F{x + r —k) ' 


(^) 


Substituting for p and using the first two terms of Taylor expan- 


^ A. C. Pigou, “Unrequited Imports,*’ Economic Journal, June 1950, pp. 
241-54, especially pp. 247-9, 
s Ibid, p. 248, lines 1-12. 

^ In writing this equation as ^»p ss and equation (2) analogously, 

Profeaeor Pigou has evidently forgotten that the Greek letters eymbolke the 
marginal desire of each country for its own goods; since they refer to different 
commodities, they cannot both appear as numerators in the equations. 
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sions as approximations to the values of the functions in the later 
situation. 


f-hf f_ 


(3) 


Substituting for (r — k) from Professor Pigou’s equation (III) ^ 


(fi£) . 


. J + T 


[4-(r-k)<f,']^+^ 


’ m’ /TH 

,xi>'Fnlw~wi • • 


Since A, (r — k), f, F and ^ are positive, and tf>', F’ and tfi' are 
negative, Ap will be positive if 


or, remembering (1), if 


^f'F' 

<1 


The same result follows from development of the other side of 
equations (1) and (2). This result is identical with Professor 
Pigou’s,* and gives the same formula when translated into 
elasticities, i.c. 

_ ^ _JZ? . < 1 (6) 

{A-x)(B-y) Ea 


In conclusion, it may be useful to remark that the translation 
of the formula into elasticities, and the subsequent arguments 
that “ no country normally exports more than a fairly small 
fraction of its aggregate output,” and that “in the absence of 
special knowledge, it is reasonable to suppose that the elasticity 
of a countr^^’s desire for the goods that it makes itself will not 
differ much from the corresponding elasticity in respect of those 
that it imports ” * are an unnecessarily cumbersome (and possibly 
suspect) way of establishing the conclusion that the terms of trade 
will tend to move in favour of the country receiving unrequited 
imports. The conclusion can be established mote simply and 
directly from the inequality (5) above. The inequality will be 
fulfilled if the marginal desire for home-produced goods dWiniabM 

* A. C. Pigou, “ Uniequited Imports," Eeonomie Journal, June 1950, p. 244. 

' Ibid., p. 248, line 8. > Ibid., p. 248. 
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* 

less rapidly than the marginal desire for foreign goods in each 
country; this seems a simpler and more defensible assumption to 
make than Professor Pigou’s. 

H. G. Johnson and C. F. Caetee 

Cambridge University. 

Professor Pigou writes as follows ; “ Forgetful of former 
bitises, I neglected to get the algebra in my article vetted before 
publication. The above note refers to the last section of that 
article. Mr. Carter is an expert mathematician; I have no doubt 
that the workings in the note are correct and that mine contain 
slips and errors, for which I apologise. I think I know how this 
came about, while, nevertheless, the formula which I derived is 
right. But that is of no interest to anybody except myself.” 


Risk and the Cobweb Theoeem 

In the article, “ Risk and the Cobweb Theorem,” by F. G. 
Hooton, in the March 1950 issue of the Economic Jouenal, there 
appears a slight error on page 76. 

Fig. 3 on that page is indicated to have both supply and 
demand curves of the same elasticity. Ignoring the fact that this 
is an almost indefinable state of affairs unless both curves are 
considered to have their elasticities constant, the two curves 
shown most definitely do not have similar elasticities. Rather, 
they are mirror images of one another, reflected about their point 
of intersection. The only place at which the elasticities can be 
considered identical is this point of intersection. 

What is identical for both curves is their slopes at any given 
price or output. For any given price, the outputs differ for the 
two curves; obviously the elasticities cannot be the same, since 
the elasticity equals 

dQ p 
dp • Q' 

In the original article by Ezekiel ^ the diagram is explained 
thus : “ . . . the demand curve is the exact reverse of the supply 
curve, so that at their overlap each has the same elasticity.” 

C. S. SOPEE 

University of Tasmania. 

^ “The Cobweb Theorem,“ M. Ezekiel, Quarterly Journal of Economics, 
February 1938, reprinted in Readings in Business Cycle Theory ^ Blakiston. 
Above r^erence to page 429 (Readings), 
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OBITUARY 

E. G. Dowdbix 1902-1960 

The following note is reproduced from the Oxford Magazine 
by the kind permission of the editor : 

Dr. Eric G. Dowdell’s death at the age of forty-seven removes 
from St. John’s and Oxford a teacher of economics whose mind 
was singularly acute and incisive. Though blind from infancy 
and hampered by poor physique, his dogged determination and 
integrity of character enabled him to make valuable contributions 
to his generation and until latterly to live a life of remarkable' 
zest. Keenly interested in music, he was himself a competent 
pianist. He was fond of long country walks and of listening to 
the calls of wild birds, many of which he could identify by their 
song. He had a nice sense of words and at times a piquant wit, 
yet there was the grace of humility about him that sprang from a 
real Christian piety void of any trace of cant and sentimentality. 
He never complained of his lot, and took a lively interest in the 
doings of people. He could talk cricket as well as politics, and 
enjoyed a good gossip and a game of bridge or chess. 

Educated at the Royal Normal College for the Blind, he came 
up in 1921 as a commoner to St. John’s College and took First 
Classes in Modem History (with the Age of Dante as his special 
subject) and in Philosophy, Politics and Economics. He was 
awarded by the' University in turn the Junior and Senior George 
Webb Medley Scholarships in Economics and a Casberd Scholar¬ 
ship by the College. In due time he proceeded to the degree of 
Doctor of Philosophy with a thesis on the administration of the 
Middlesex Justices in the century after the Restoration, a work 
subsequently published with a preface by Sir William Holdsworth. 
For the past twenty-three years he proved himself a conscientious 
tutor, particularly appreciated by the abler of his pupils. Though 
courteous and friendly, he could be a severe critic of slipshod and 
careless work. If he lacked, as was inevitable, a touch of the 
picturesque and the colourful, the study of Economics and 
Economic History provided excellent material for the sharp, 
analytic quality of his mind. 

He took a great interest in many societies for the welfare and 
education of the blind. He was chairman of the Oxford Society 
for the Blind, and one of the most active governors of his old 
school as well as of the Worcester College for the Blind. He was 
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also a member of the Council of the National Institute and 
President of the National Federation of the Blind. His life is a 
remarkable example of the way in which the human soul can rise 
triumphant over the most serious limitations imposed by nature. 

W. C. COSTIN 

St. John's College, 

Oxford. 


Readers of the Economic Journal will recall Hr. Dowdell’s 
article on “ Concerted Regulation of Price and Output ” (June 
1948). 

He was a familiar figure at gatherings of economists at Oxford. 
His contributions to the discussion were terse and relevant; often 
he reminded us of some classical doctrine that bore upon our 
subject; often, too, he surprised us by his knowledge of recent 
periodical literature or recent events. He kept abreast. There 
was a certain detachment in his comments, and a gravity. 
Occasionally he seemed to be restraining us from running too far 
afield in pursuit of some modern hare, almost as though in loco 
professoris. But he was very friendly and very modest. He 
dated from a time, not far distant, when the economists in Oxford 
were few in number, so that he was very much at home, easy and 
natural. He had partaken in the struggle to establish economics 
here ; that gave him an assured position of right. I never heard a 
word of malice or acerbity on his lips; he seemed to be a pure 
spirit, a student labouring under a handicap of which he did not 
complain. 

R. F. H. 


CURRENT TOPICS 

Mr. M. J. Oakeshott, Fellow of Nuffield (.‘ollege, Oxford^ 
has been elected to the Professorship of Political Science at the 
London School of Economics and Political Science vacant through 
the death of Professor H. J. Laski. 


Professor G. Findlay Shirras has been invited to serve as 
Professor of Political Economy in Dublin University for one year 
during the leave of absence of Professor G. A. Duncan, who has 
been awarded a Leverhulme Research Fellowship and granted 
leave of absence. 
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Thb newly created International EoOlaomio Association was 
brought formally into existence by a Meeting of the Council held 
at Monaco during September. The draft Statutes of the Associa¬ 
tion were considered, amended and approved. The Council dis¬ 
cussed the future lines of activity of the Association and gave its 
approval to the suggestions of the Interim Executive Committee 
that its main activity should be the holding of small Conferences 
to discuss clearly and rather narrowly defined problems to which 
a limited number of experts would be invited. In addition, 
careful consideration is being given to a project for the trans¬ 
lation into English of important economic articles written in the 
less-accessible languages. Simultaneously with the Council Meet¬ 
ing a series of discussions was held on the subject of the Ijong- 
Term Problems of International Balance. 



RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society {Series A*) 

VoL. CXm, Part II, 1950. A Statistical Demand Function for Food in 
th>e U.S.A, : J. Tobin. Sampling for the Social Survey : P. G. Gray 
and T. Corlktt. Output per Head in Different Parts of the United 
Kingdom : C. E. V. Leskr. Scottish Farm Wages from 1870 to 1900 : 
R. Molland and G. Evans. Table of the Hyperbolic Tramformation 
sinh*^^ : F. ^. Ans(’OMBe. United Kingdom Brewing Industry Statistics: 
Ji. Mc’^Rillen. .1 Uiiidr to Co-operative Statistics : J. A. Hough. 

Oxford Economic Papers (New Scries), 

VoL. II, No. 2, June 1950. Some Aspects of Competition in Retail Trade : 
P. W. S. Andrews. The Equalizing Effects of the Death Duties : G, Z. 
Fijalkowski-Hereday. Productivity and the Business Man : P. W. S. 
Andrews and Elizabeth Brunner. The Course of Wage-Rates in 
Fire Countries, 1860-1939 : E. H. Phelps Brown with Sheila v. 
Hopkins. 

7'hc Political Quarterly, 

\*OL. XXI, No. 3, July~Sei»tember 1950. The Experimental Roosevelt: 
H. G. Tugwell. The Future of the B,B,C, : J. Coatman. The Cold 
War in America : D. C. Williams. Conscription : a defence : W. 
Wyatt. Professor Lashi and Political Science : R. H. Soltau. 

\*ol. XXI, No. 4, Ootober-December 1950. Stalinism : G. L. Arnold. 
Agricultural Policy: M. G, Kendall. Korea, Formosa and World 
Pearce : Dorothy Woodman. Italy's Foreign Policy : M. Edelman. 
The Outlook for British Filins : J. C. Gray. The Career of Mackenzie 
King : J, A. Stevenson. 

International Affairs, 

VoL. XXVI, No. 3, July" 1960. Race Relations in the Commonwealth : 
H. V. Hodson, Asia's Food Problems and their Impact on the Western 
Countries : Sir E. John Russell. Japanese Uncertainties : R. Guil- 
LAiN. Belgium : a survey of recent events : Baron van der Bruggbn. 
The A frican as a Producer : G. E. Lavin. The Chinese in Borneo 1942- 
1946 : T. Harrison, The Internalional Socialiet Conference 1946-1950 : 
D. Healey. 

VoL. XXVI, No. 4, October 1950. A Turning-Point in ike Cold War? : 
A. Toytnbbb. Hydrogen Bombs : the need for a policy : Sir George 
Thomson. An American looks at Europe : H. K. Smith. British 
Foreign Policy since 1945 : C. Mayhew, From the French Empire to the 
French Union : C. A. Julien, The Peasantry of South East Asia : R. 
Firth, International Collaboration in Health: M. Mackenzie. War 
Crime Triala : lessons for the future : F. Honio. 

Population Studies, 

VoL. IV, No. 1, June 1950. The Future Growth of the Population of South 
Africa amd its Probable Age Distribution: L. T. Badbnhobst. The 
Growth of Canadian Population : N. Keytitz. A Note on Mortality in 
Jamaica : G. W. Roberts. Development of Birth Registration and Birth 
Statistics in the United States: S. Shapiro. The Sample Census of 
Population in Poland, 1949: S. Szulc. Marital Status and Family 
Size among Matriculated Persons in Sweden : S. Moberg. 

The Sociological Review, 

Vol. XLII> Section 6, 1960. The Concept of Myth : D, H. Monro. 
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Accouniwiy BeaearcK, 

VoL. I, No. 4, July 1960. The Use of Sampling Methods in National 
Income Statistics and Social Accounting : R. Stone, J. E. G. Uttinq 
and J. Durbin. The Glassification of Assets: A. A. Fitzgerald. 
American Experience in Personnel Testing for Accounting WorJc : H. R, 
Caefyn and A. E. Traxler. Replacement Cost Depreciation : A. R. 
Prest. Executorship Accounting Reconsidered : F. Sewell Bray and 

T. Kenny. Direct Taxation and the Inflationary and Deflationary 
Effects of Fiscal Policy : L. T. Little. 

Bulletin of the Oxford University Institute of Statistics. 

VoL. 12, No. 6, May 1960. A “ Human Needs *’ Diet in Spring 1950 : T. 

Schulz. The National Income : first quarter of 1950 : D. Seers. 

VoL. 12, No. 6, June 1960. “ Human Needs ” of a Single Person : T. Schulz. 
The Post-War CosUof-Living : D. Seers. Index Numbers of the Cost-of- 
lAving, 1948-1949 : D. G. Holland. 

VoL. 12, Nos. 7 and 8, July and August 1960. Post-war Wages Policy 
in Norway : J. Inman. The Development of Wages Policy in the Nether¬ 
lands : P. S. Pels. Wages Policy and Full Employment in Britain : A. 
Flanders. 

VoL. 12, No. 9, September 1950. Personal Savings through Institutional 
Channels (1937-49) : E. Preston. The National Income : second quarter 
of 1950 : D. Seers. 

London and Cambridge Economic Service. 

VoL. XXVIII, Bulletin III, August 1960. Western European Economic 
Co-operation : G. I), A. MacDouoall. The fteal Product of the United 
Kingdom, 1940-49 : W. B. Reddaway. Wages: A. L. Bowley. 
Home Finance : F. W. Paish. International Finance : G. S. Dorrance, 
World Commodity Survey : C. F. Carter. The First Half of 1950 in the 

U. S.A. : M, W. Reder. 

The Banher. 

August 1950. The Meaning of E.P.U. Insurance Companies and Industrial 
Capital: L. T. Little. Qilt-edged through Fifty Years. 

September 1950. Economics of Defence. The Bank Staff Problem: 
O. R. Hobson. 

October 1950. Arms, Sterling and the Dollar. Finance Corporations and 
Colonial Development. Who has Funds for the Market ? 

The Banker^s Magazine. 

August 1950. The Banking Hcdf-Year. Payments in Europe: J. 
Hunsworth. 

September 1950. Some Legal Aspects of the Finatice Act, 1950 : C. B. 
Drover. Over-Employment: W. M. Scammell. Another Russian 
Bank Case : S. G. Maurice. 

October J960. A Year ^ Devaluation. Money and Banking in the 
Twentieth Century : the Central Bank : G. F. Whbldon. Some Legal 
Aspects of the Finance Act, 1950 : C. B. Drover. The Fund and the 
Bank. Ihe Banking Crisis of 1825 in 8.W. Devon : C. E. Hicks. 

Barclays Bank Review. 

August 1960. Towards Convertibility. Early History of the British West 
Indian Sugar Industry. Flexibility in Money MarJ^ Assets. 

District Bank Review. 

September 1960. The Economics of International Tension : Sm Hubert 
Henderson. A Burden on British Industry: K. S. Lomax. After 
Twelve Months. 

Lloyds Bank Aeview, 

October 1950. The Australian Economy, 1950 : Sir Douglas Copland. 
Devaluation One Year After: T. W. Kent. Wanted: Americem 
Capital Exports : W. Manning Dagey. 
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Midland Bank lleview, 

August 1960. Government Control over Ifie Use of Capital Ecsouires. 
Economic Progress in Northern Ireland, Oraj)hical Survey. 

National Provincial Bank Review. 

August 1960. Prospects and Policy : Britain s probhni in outline : Sir 
Arthur Salter. The Changing Pattern of Retail Trade: H. (x 
Hodder. 

27*c Three Banks Review. 

September 1960. European Economic Union : L. H. Dxjpriez. Jute—^ 
the servant of industry : L. C. Wright. A Banker and the Press Gangs. 

Westminster Bank Review. 

August 1960. The Economics of British Transport : first principles for 
1950 : G. Walker. European Payments Union. Further Thoughts on 
the Mobility of Labour. Pottery : ancient craft and modern industry. 
A grietdtured Policies and Prices : international prospects. 

Planning. 

VoL. XVII, No. 316. Town Planning and the Puldic. 

VoL. XVII, No. 317. Government Spending. 

VoL. XVII, No. 318. Government and Industry. 

Town and Country Plarniing. 

VoL. XVIII, No. 76, August 1950. The Lake District: P. Cleave. 
Planning Outlook in South Wales : T. A. Lloyd. Coast Protection a 7 id 
the Reclamation of Land from tf^e Sea : M. Du-Plat-Taylor. Space 
Needs of Industry : J. K. Weston. The New Planning System m 
Cambridgeshire : W. Orbeli... Playing Fields and Open Spaces: 
A. Page. Mixed-doss Neighbourhoods : some sociological aspects : 
G. Campleman. 

Vol. XVIII, No. 78, October 1950. Citric Design and the Control of 
Appearance in Building : R. A, Cordingusy. Urban Policy for U.S.A. 
Liesmed Houses in New Communities : J. S. Eagles. Homes without 
Planning : E. G. Faludi. 

Progress (Lever Bros.). 

Autumn 1960. An Expanding Horizon : R. G. Casey. Lawyers in 
Business : L. V. Fildes. The Merchants of the United Africa Company. 
Economics and Business : Sir Henry Clay. 1C. d> C. McDonnell Ltd. : 
S. Lynam. British Trade Unionism.: R. B. Davison. Synthetic 
Hdiday. New Handling Aids for hidustry : A. 0. Marsden. 

The Canadian Journal of Economics and Political Science. 

Vol. 16, No. 3, August 1960. Some Aspects of Populalion History : 
K. W. Taylor. Qovemmenl Economic Pdicy : scope and principles : 
W. A. Mackintosh. Problems in the Admmistration of Caficuiiaii 
Resources : H. L. Keenleysidb. Implications of Canadian Iron Ore 
Production : V. C. Wansbrough. MuUUatcral Trade in an Unbalanced 
World : E. M. Bernstein. The Impact of the Sterling-DoUar Crisis on 
the Maritime Economy : J. R. Petrie, The Federal Government atid 
Higher Education in Canada : N. A. M. Mackenzie and D. C. Rowat. 
Public Administration cmd if^ Public Interest: A. J, Boudreau. Eco¬ 
nomic Theory and Immigration Policy : Mabel F. Timlin. The Origin 
ofiheSoddl Welfare State in Canada^ 1867-1900 : Elisabeth Wallace. 
Some Aap^ of Provincial-Municipal Relations: K. G. Crawford. 
petHicipatwn by Subordinate in the Managerial. Decision-Making Pro¬ 
cess : R. Tannenbaum and F. Massarik. 
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The Economic ReccM, 

VoL. XXVI, No. 60, Junk 1960. A Wages Policy for Australia: J. E. 
Isaac. The Australian Inflation and Commonwealth Finance: W. R. 
Lank. National Outputs Income and Expenditure of N,S,W., 1891 : 
H. W. Abndt and N. G. Butlin. Import Control in New Zealand^ 1938- 
1950: R. F. Wilson. Australian-American Trade Relational 1791- 
1939 : L. G, Chubchwajbd. Interstate Differentials in Human Fertility 
in Australia : R. J. Linfobd. FuU Envjfloyment in New Zealand : N. 
Ruth. 

Review of Economic Progress, 

VoL. II, Nos. 2 and 3, February and March 1960. Capital Resources 
and their Accumulation, II, 

The South African Journal of Economics. 

VoL. 18, No. 2, June 1960. Economic Revolutiofi: A. J. Limebeer. A 
Survey of the Law Relating to the Control of Monopoly in South Africa : 
D. V. CowEN. The Orange Free State Gold Fields : H. Oppenheimer. 
The Report of the Marketing Act Commission (1947) : W, B. West. The 
International'Wheat Agreement: A. W. O. Bock. A Study of Absenteeism 
amongst Women in Commerce : V. G. Pons. 

Pakistan Economic Journal, 

VoL. I, No. 4, July 1950. Paper Currency Assets of Stale Bank : Z. 
Husain. The Circumstances of Pakistanis Non-Devalualion. Market 
Research—its importance and necessity in Pakistan : D. M. Qurbshi. 
Countering Desiccation in West Punj^ : R. M. Gobbie. I'he Problem 
of Agricultural Finance in Pakistan. Planning for Plenty — Agricultural. 
Aspect: A. A. K. Aurakzai. Economic Relationship of Pimply-gut 
Worm of Sheep and Goats to Gut Industry : M. M. Sarwak. 

The Indian Journal of Commerce. 

VoL. Ill, No. 10, June 1950. The Inheritance Tax : R. N. Bhaboava. 
Labour Welfare in India : P. Ray. Labour Management: M. S. Khan. 
The Devaluation of Sterlhig : R. Lal. Corporate Size and Rate of Profit : 
M. M. Mehta. Landmarks in Banking Legislation in India: L. vS. P. 
Shabma. 

International Labour Review. 

July 1950. Supervisory Training in European Countries. The Enforce- 
ment of Social Legislation in French Agriculture : M. IhoARD. Labour 
Conditions in Japan in 1950—the National Health Sermce in England 
and Wales. 

United Nations Economic Bulletin for Europe. 

VoL. 2, No. 1, 1660. Review of the Economic Situation in Europe, January- 
March 1950. Changes in the Relationship between European Production 
and Trade. European Economic Statistics, 

World (United Nations). 

June 1950. Mexico : an ancient land forging a new destiny, A Front 
where we may Serve : Eleanor Roosevelt, This Moment Suspense : 
H. A. Overstreet. Program to prevent World War III: H. A. Lasxi. 

The Anrwls of the American Academy of Political and Social Science, 
July I960. Formulating a Point Four Program. 

September 1950. Moscow*a European Sai^ites. 

The Quarterly Journal of Economics. 

VoL, LXIV, No. 3, August 1960. Joseph Alois Schumpeter, 1883-1950 : 
G. Harberler. Bibliography of SchfimpetePs Writings : E. B. Schum¬ 
peter. Full Employment at Whatever Cost: J. Vinbb. Soviet National 
Income and Product in 1937. Part II. Ruble Prices and ^ Valuation 
Problem : A. Bergson. The International Wheat Agreement of 1H9 : 
F.H.Golay. 
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The JouTYwX of Political Economy. 

VoL. LVIII, No. 4, Axtgust 1960. Four Positions on Japanese Finance : 
M. Bronfbnbbenneb. The Bate of Interest and the. Marginal Product 
of Capital: L. A. Metzusr. The Development of Utility Theory, 1 : 
G. J. Stiqlbb. a Difficulty in the Concept of Social Welfare : K. J. 
Arrow. 

The Review of Economics and Statistics. 

VoL. XXXII, No, 3, August 1950. Taxation and Redistribution in the 
United Kingdom : F. Weaver. Leontiefs System in the Light of Recent 
Results : N. Georgbscu-Roegen. The Effect of Private Pension Plans 
on Personal Savings : G. Garvy. Discrim imition and International 
Trade Policy : R. F. Mikesbll. International Measures for Full Etn- 
ployment : G. N. Halm. The Employment Multiplier in an Expanding 
Industrial Market : Los Angeles County, 1940-47 : G. H. Hildebrand 
and A. Mace. Comments on Naum Jasny's “ Soviet Statistics ” ; A. 
Gbrschenkron and D. Marx. A Note on Farmers' Consumption and its 
Stabilizing Nature : Cheng-Hsien Wang. Monetary Velocity and the 
Rate of Interest : C. W’^arburton. Is Cocoa being Valorized ? : E. 
Gbaue. 

The A7nerican Economic Ret'iew. 

VoL. XL, No. 4, Settember 1950. Thti Problem of Economic Instability, a 
cofrwiittee report. The Supply Function for Agricidtural Products : D. G. 
Johnson. Consumption and Investment Propensities : Ta-Chung Liu 
and Ching-Gw^an Chang. Federalism and Fiscal Equity : J. M. 
Buchanan. 

Economeirica. 

VoL. 18, No. 3, July 1950. The Work of Eugt n Slutsky : R. G. D. Allen. 
Empirical Determination of a Multidimensional Marginal Cost Fuyiction : 
A. R. Ferguson. Stock and Flow Analysis in Economics : L. R. Klein, 
W. Fellnee, H. M. Somers, and K. Brunner. Risk Allowances for 
Price Expectatio^is : P. B. Simpson. A Note on Brand-Names and 
Related Economic Phenomena : G. K. Zipf. 

Foreign Affairs. 

VoL. 28, No. 4, July 1960. America Today • a freehand sketch : L. 
GALANTiicRE. Communism and Nationalism in China : C. M. Chang. 
On a Certain Impatience with Latin America : Y. The Occupation of 
Germany : 7iew light on how the zones were drawn : P. E. Mosely. The 
Ccufe for Exchange Controls : Sir Henry Clay. Italian Democracy in 
Crisis : G. Sara gat. Can Russia withdraw from Civilization ? : W. W'. 
Kulski. Marxism in Aciiovi : the seizure of power in Czechoslovakia : 
P. E. ZiNNER. Why U-Boat Warfare Failed : K. Assmann. Ihc 
DoUar Gap ayid the Commonwealth : D. B. Copland. 

The Southern Economic Journal. 

VoL. XVII, No. 1, July 1960. Population Growth and the Rate of Invest¬ 
ment : M. D. Brockie* The Arbitration Process : E. L. Warren and 

I. Bernstein. Some Limitations of Competitive Equilibrium : B. C. 
SwEBLiNG. The Southern Farm Family in an Era of Change—economic 
aspects: G. H. Aull. Developments in the Leasing of Motor Truck 
Equipment: C. A. Tafp. Note on the Benefits Justification of the 
Gasdine Tax : R. W. Linpholm. Note 07 i the Differeyitial Controversy : 

J. M, Buchanan. 

Agricultural History. 

VoL. 24, No. 3. AgricultUTe among the Shakers, chiefly at Mount Lebanon : 
R. H. Anderson. Jewish Amculturail Colonies in the United States : 
L. Shpall. The American Farmer, a Pioneer Agricultural Journal, 
1819^1834 : H. T. Pinkett. The Early Range Cattle Industry in 
Afistona: R. J* Morrxsbt* Experiments in Tea Production in the 
United States: N. Klose, The Chilean Horse : R. M. Denhardt. 
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The Rural Economy of Northeastern France ctnd the Bavarian Palalinale, 
1815 to 1830 : M. L. I>Yaninoah. Sir James Graham^ Agricultural 
Reformer : A. B. Ebicksok. 

Journal of Farm Economics. 

VoL. XXXII, No. 3, August 1950. Knowledge for What in the Northern 
Great Plains : a symposium : M. M. Bjslso. Farmers Adaptations to 
Income Uncertainty : R. Schickeus. Stahiliznig Farming hy Shifting 
Wheat Land to Grass in the Northern Great Plains : L. E. JomsBS. In- 
stitutional Methods of Meeting Weather Uncertainty in the Great Plains : 
E. L. Babbeb and P. J. Thaib. Space as a Social Cost: A. H. Anukbson. 
Land and Water Development Programs in the Northern Great Plains : 
H. A. Steeue and J. Muehubeibb. Bases of Adjusting International 
Trade in Foodstuffs : J. D. Bjlack. The Milkers^ Unions of the San 
Francisco and Los A ngeles Milksheds : E. Fedeb. 

Land Economics. 

VoL. XXVI, No. 3, August 1950. The Presidents Water Resources 
Policy Commission : R. R. Rbnne. Soviet Grain Production : 1940- 
1950 : V. Katkoff. Patterns of Competition and Monopoly in Trans¬ 
port : J. C. Nelson. The, Agriculture Ladder : M. Habbis and E. J. 
Long. Telephone Rates and Cost Behavior: J. R. Rose. The Great 
Lakes-St. Lawrence Project: A. D. Angel. 

Harvard School of Business Administration. 

Bulletin No. 133. Operating Results of Limited Price Variety Stairs in 
1949 : Esthbb M. Love. 

Studies in Business and Economics. 

VoL. IV, No. 1, June 1950. Metropolitan Washington after 150 Years : 
its economic expansion. 


Review of Social Economy. 

VoL. VIII, No. 2, September 1950. Democracy and Economic Welfare : 
B. F. Landuyt. Religious Perspeclives of College Teaching of Economics : 
W. Fboehlich. The Taft-HarUey Law as Public Policy : D. J. White. 
On the Assumption of “ Rational Conduct ’* in Economic Science : T. F. 
Divine. Post-war Interned Currency Stabilization: M. Albery. 
Positive Good Business : J. Collins. The Concept of the Just Price : 
O. VON Nell-Breuning. 

Revue d^Mconomie Politique, 

Voh. 60, No. 3, May—June 1960. Le consommateur et leA natiemedisutions 
de Vindustrie hritannique : A. M. db Neuman. Les ddsi^ilibres 
permanents de Viconomie aUemande : A. Pibtthe. Les secteurs-clefs : 
A. Sauvy. Uexplication des mouvements de prix en conjoncture : A. 
Vincent. Bertrand Nogaro et le prohUmc de la mithode : A. Mabchal. 
Joseph Schumpeter: esquisse biographique : G. H. Bousquet. Un 
nouveau livre sur Karl Marx : R. GoETz-GiBEy. 

Revue £conomique. 

No. 2, July 1950. Lesfacteurs qui diterminent le taux des scdalrea dans le 
monde moderne; du prix du tra/vail au revenu du travaiUeur : J. Mabchal. 
Le retour aux conventions collectives : A. Gazieb. Note sur les mouve¬ 
ments des salaires nominaux^ des salaires rids et de Vemploi : C. Maoaud. 
Les critires modernes de la statique et de la dynamique : R. Babbe. Marx 
et Keynes devant la pensSe iconomique oonlemporame (II) : J. Lboahxon. 

Population. 

VoL. 6, No. 2, Apbil-J^une 1950. Besoi>ns et possibUitis de VimmigreUton 
frangaise, Pt. I ; A. Sauvy. Les dndbUs de MaUhus. Remarques 
sur les aspects demographiques de la ihiorie de Vemploi: O. i^DANT. 
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La fcmiiUe ixormale : P, Vincent. Uenquite d*hidian^oUs sur la 
ficondiU ; C. V. Kiseb. Qiographie de la popvlation et dimographie : 
P. Geobqe. Productivite et population : J. F. Gbavieb. Le probUmc 
de la mortaliU ginitique perinatalc : J. Sutteb and L. Tabah. Le 
probUme dimographique et V^voltUion du aentiment public : A. Gibabd. 

Statiatiquea et Etudes Financihres. 

No. 19, Jm.Y 1950. Note mr lea conditiona ddtabliaaement d'une conipiu- 
bUiU nationale et dun budget iconomique national. Lea riparationa et 
lea reatitutiona en Javenr de la France (aituatimi au 31 decetnbre 1949). 
Canada: la aituation Sconomique et financiire. U.E.S.S. Le budget 
de 1950. 

SuppUment Staliatiquea. Noa. 1950. 

Revue de Science ct de Ligialation Financicrea. 

Voii. XLII, No. 3, Jt7I.y--8ei'Tkmbbb 1950. La riparlition dea valcura 
fidiralea dea £tata-Unia : B. U. Ratchford. Economic du niarche, 
fiacaliU et dirigisme dans la politique iconomique allcmande depuia la 
rljorme mondtaire : C. Brinkmann. Problemr de progresaivitd dans une 
fiacedite ralionnelle ; remurques introductrirca : F. Neumark. Le rappoH 
dpargne-inveatiaaement sous Vangle dea finances publiquea : G. Dera- 
MOUDT. La rdgle du paiement aqyrda service Jait: M. Merle. 

Scotwmie Appliqude. 

VoL. II, Nos. 3-4, July-December 1949. Le,s cycles economiquea en 
dconomie dirigee : G. Haberler. Sur quelques tendances sdculairea : 
W. A. Lewis. Vinfluence de. la “ grande depression ” aur Vorientation 
de la tMorie econornique : F. 8ellier. Le micanisme dea cycles vu 
par un iconornUre. : J. Tinberoen. Note sur Vic<momctric dea fluctua¬ 
tions : G. Th. Guilbaud, Lcs modUes matJiematiques macrodynamiques 
et le cycle : H. Aujac. La propagation ittternationale dea cycles eco- 
nomiques : O. Morgenstern. 

Docutnen tat ion £con omique . 

VoL. IX, No. 32, A^udyaea des artides parua au l^'trimeatre 1950. 

Annalea de la Faculty de Droit de VUniveraite de Bordeaux. 

VoL. I, Nos. 1-2, 1950. L'lSvolution de la penaie juridique de Marc Re- 
glade : M. BiBii;. U iSvolulion des modes de recrutement dea fond ion- 
•nairea depuia 1940 : A, Homont. Lea Lois contre Ic morcdlemcnt de la 
propriiU payaanm : P. Robino. 

Bulletin de Vlnstitut de Rechcrches ^cotiomiques et Socialca. 

VoL, XVI, No. 6, Seftember 1950. La conjoncture econornique dc la 
Belgiqtte : M. Woitrin. Statiatiquea iconomiquea courantes. 

Weltivirtachaftlichea Archiv. 

VoL. 65, No. 1, 1950, ThUnen ala Raumdetiker : F. Bulow. J. H. r. 
Thiinen im Blickjeld d^ deutachen Kanieraliamua: F. Hoffmann. 
Zur Theorie und Praxis dea Staatabudgeta : K. Heinig. Probleme der 
Oaldlehre : H. Hopker Aschoff. Liquiditdtavorliebe und Wickaellscher 
Prozeaa: W. Kraus. 

SchmdUera JahrbuchfUr Geaetzgebung^ Verwaltung und Volkewirtachaft. 

VOL. 70, No. 1, 1950. Wirtschaftasoziologie und Wirtachaftatheorie : W. 
ZiBGENFUSS. Dos BOziolwissenachafUiche Verstthen bei Dilihey und Max 
Weber : B. Wanstbat, Die Reziprozitdt der Zweeke in dcr Volkawirt- 
aehaft (TeU I): S. Bbenen. Zur aUUiatiachen Meaaung dea techniachen 
FertachriMa in der induatrieUen Produkiion : F. Below. 

VoL. 70, No. 2, 1960. Der Marx'ache Begriff der geaeUaachaftlichen Pro- 
dfMionaverhdltniaae und die geaeUachafUiche Wirldichkeit: O. H. v. d. 
Gablentz. Die ReziprozUdt der Zweeke in der Volkswirtacha/t (TeU 11) : 
S. Beekbn. Die AngesteUten ails Arbeitnehmerkategorie^ ihre aoziede und 
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wirt 8 chaftliche Stdlung im GesellschctftagefiJtge : F. Below. Psycho - 
logische Orenzen der Bewirtschaftung : H. Sperling. 

VoL. 70, No. 3, 1960. Begr^ und Wesen des Bolschewismns: P.-H. 
Seraphim. Wirtschaft und Technik ale menschliches Problem : M. Muss. 
Der Zusammerihang von Sparen und Investieren : E. Heuss. Qrund- 
fragen der Arbeitslosetihilfe : H. MOnch. 

VoL. 70, No. 4, 1950. Johann Kail RodJbertus. Zur 75, Wiederkehr 
seines Todestages : R. Wanstrat. Mehrbeschdftigung und ProduJUions- 
kosten : O. i6aAUS. Freie Marktwirtschaft und Planwirtschaft in der 
Oegenwart und vor 5000 Jahren : P. Kehl. Die puritanische Revolution 
und die Leveller-Bewegung, Mine geschichtssoziologischc Studie ilber die 
Anjdnge der Demokratie in En^jlaiid : W. Jahn. 

Jahrbucher fur Sozialivissenschafi. 

VoL. 1, No. 1, 1960. Vber Vilfredo Pareto : C. Brinkmann. Gesetz und 
Qest^t, Meihodologiscfi^, Bemerkungen zu Schumpeters Business 
Cycles *’ ; A. Predohl. InstrunienUde und kulturtheoretische Betrachtung 
der Wirtschaft: G. Weippert. Bevolkerung und Wirtschaft: G. 
Mackbnroth. . 

VoL. I, No. 2, 1960. Der Marsch in den Sozkdismus : .1. A. Schumpeter. 
Die Tkeorie der Spide und des wirtschaftlichen Verhaltens : O. Morgen- 
STERN. Kritische OberprUfufiy der Keynesschen MvUiplikatortheorie: 
L. Fbderioi. Der Begriff des Gddes : G. BernAceb. Das ** Alldopol ** 
{Zur Theorie partidler Konjunkturen): W. StOtzel. 

Zeitschrift fUr die Oesamte Staatsynssenschaft, 

VoL. 106, No. 3, 1960. Oeistige Mdchte als Subjekte des Volkerrechts : 
G. Radbbuch. Bonner Qrundgesetz und Rechtsstaat : F. Klein. 
Economic and Intdlectual Liberties : M. Polanyi. Wie ist Theorie ^'r 
Politik mbglich ? : J. von I^empski. Pareto und die fnaterialistische 
Oeschichtsauffassung: O. Weinberger. Die Lagerente : E. Cabell. 
Kostentheorie und Kostenrechnung : H. Haller. 

Wirtschaft und Statistik, 

VoL. II, No. 4, July 1960. Zusammenfassende UbersicM, Wirtschafts- 
zahlen de^ Bundesgebietes. Das Volkseinkommen und Sozialprodukt im. 
Bundesgebiet im Jahre 1949. Die Arbeitskrafte der land- und forstwirt- 
schafUichen Betriebe. Die Realsteuern im Bundesgebiet im Rechnungsjahr 
1949-50. Monthly Statistical Supplement. 

VoL. II, No. 5, August 1960. Similar Statistical Information. Monthly 
Statistical Supplement. 


W irtschaftsdienst. 

VoL. 30, No. 7, July 1960. Der wirtschaftsrecMliche Qehalt im Botincr 
Qrundgesetz : H. SiEO. Die Wirtschafts- und Sozialordnung der Verfas- 
sung der Deutschen Demokratischen Republik: G. Schnorr. Die 
Stabilitdt der Verbraucherausgaben fiXr Nahrungsmittd : H. J. Metzdorf. 
Koreas wirtschaftliches Bild : O. Stein. Die belgische.n Massnah^nen 
zur Farderung der Ausfuhr nach den DoUarlandern ; W. Sohlote. 
Preis- und Oebietsbindungen bei Markenartikeln : A. Gleiss. Einfuhren 
far die Lederwirtschaft in deutschen Handdsvertrdgen : H. L. Loescher. 

English Supplement. July 1960. Dangerous Comparisons. Have 
Loans Reduced Unemployment ? Economic Content of Bonn Basic Law : 
H. SiEG. The Economic and Social Order under the Constitution of the 
German Democratic Republic : G. J. Sohnobr. Movements of Population 
in the Soviet Union. 

VoL. 30, No. 8, August 1960. Der Charakter und die Finanzierungsmb- 
glichkeiten des Audaudsbaugeschdftes : K. Rinoel. Das Finanzierungs- 
problem des westdeutschen Wohnungsbaus nach der Wdhrungsreform: 
Asta Hampe. Intemationaler Vergleich des Leistungsstandes in der 
Landwirtschaft: F. Below. Die Luxusbesteuerung in den USA und 
ihre wirtschaftlichm Auswirkungen : R. Binder. OrossbHtannien und 
die Produktivitdt in den USA : E. Gerwin. 
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Enqush Supplement. Character and Fifuiiuiing of the Activity of the 
German Building Industry Abroad : K. Ringel. Financing of Housing 
Constmction after the Currency Reform: Asta HAmpe. 

VoL. 30, No. 9, September 1960. Die Univeraalmcsee im Dienste des 
Welihandels : H. F. Tecoz. Die EntivicJclung des deutechen Messewesens 
nach dem Kriege : L. Rogobnbuck. Die Wirtschaftlichkeit der Anzeige 
aufdem USA-Markt: M. Berry and H, Wickel. 

Europa Archiv. 

VoL. V, No* 13. Das Werk Hugo vmi Hofmajitisthcds. Schumanplan und 
Adantikpakt, 1 Teil, Bewdsserungs- und Energieprojektc im Mittleren 
Osten, 1, Teil. 

VoL. V, No. 14. Europa und seijie KuUur. Materialien zur Qeistesges- 
chichte des deutschen Widerata^ides gegen das nationalsozialistische Regime. 
Die Liberalisierung des Welthandels. 

VoL. V, No. 16, Die Bewegung fdr Morcdische Aufriistung. Das politische 
Programm de^ Europaratcs. Bewdsserungs- und Energieprojektc im 
Mittleren Osten^ 2 Teil. Die amUiche Geschichtsschreibung iiber die 
britischc Kriegswirtschaft. 

VoL. V, No, 16. Die britische Diplomatie ini \Vandel der Nachkriegszeit. 
Mittel und Wege der Steigerung der Arbeitsproduktivitdt in der Sowjetunimif 
1 Teil. Der Ahschluss der westdeutschen Reparationsleistungen. Die 
Entwicldung der europdischen Zahlungsbilanz 1947-1949. 

VoL. V, No. 17. Diagnose der Theaterkrise. QueMen zur Erforschung der 
Geechichte des Dritten Reiches. Mittel und Wege der Steigerung der 
Arbeitsproduktivitdt in der Soujetunion, 2 Teil. Der zwanzigste Jahres 
bericht der Bank fiir Internationalen Zcddungsausgleich. Vereinbarungen 
der Deutschen Demokratischen Republik mit der Republik Polen. Erkld- 
rung des japanischen Aussenministeriums voni 1 Juni 1950 iiber den 
Abschluss eines Friedensvertrages. 

VoL. V, No. 18. Kldruiig in Strassburg. Die Strassburger Konsxdtativver' 
samnUung vor den Qrundfragen der Europdischen Einigung. 

Bayern in Zahlen. 

VoL. IV, No. 7, July 1960. Gebiet und Bevdlkerung. Erwerbstdtigkeit. 
Erndhrung und Landwirtschafi. Ind^istrie und Qewerbe. Handel und 
Verkehr. Finamen und GeMwesen. Preise, Lbhne und Gehdlter. 

VoL. IV, No. 8, Axtoust 1960. Similar information. 

Zeitschrijt fiir Nalionaldkonomie. 

VoL. XIII, No. 1, 1960. Entumrf einer Theorie der dominierenden Wirt- 
schaft: F. Perroux. Die Grundgesetze der JSfachfrage und Preisbildung : 
L. TrOnlk, Der Kapiialzins in der Wirtschaftsrcchnung : L. Illy. 
Die alteuropdische “ Okonomik ” ; O. Brunner. 

Monatsberichte des Osterreichiachen Institutes fiir Wirtschaftsforschung. 

VoL. XXIII, No. 8, August 1960, Die Konjunkturlagc. Osterreichische 
Wirtschaft8zahl€7i. 

Suppi*KMBNT No. 12. Ertragssteigcrung der Osterreichiachen Landwirtschafi 
durch intensivere Verwetvdung von Ha^xdelsdilnger. 

SONDBBHEPT. No. 7. Oesomtschau der Osterreichischen Wirtachaft in den 
Jahren 1948 und 1949, Versttch einer vdUcswirtschafUichen Bilanz, 

Schweizerische ZeUschrift fiir Volksunrtschaft und Statistik. 

VoL. 86, No. 4, August 1950. La situation actucUe de Ventrepreneur pHvi : 
J. Golay. Mathematik und Statistik im Dienste der eidgenOssischen 
Alters- und Hinterlassenenversicherung : W. WEGMtJrLLER. Empirische 
Konsum- und Spasfuriktionm (Schluss): C. la Roche. 

SodiU de Banqm Suisse, 

Bulletin No. 2, 1950. Les finances pubiiques de la Suisse. 

No. 240.— VOL. LX. 3 I 
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Qiomale degli Economiati e Annalidi Economia, 

VoL, IX, Nos. 5-6, May-June 1950. Sulle funziom quasi-pertodiche 
nell^economia in aviluppo : G. Dsmabia. Proapettive e promemi della 
produzione degli idrocarburi in Italia : M. BoLDKiNr. Semplificazione di 
alcuni procedvmenti minimizzanti che concemono Veconomia dei trctaporii : 
L. Galvani. Vinaerimento della “ Nuova ” neUa “ Vecchia ” Economia : 
A. Gambino. Indici di concentrazione : F. Giaccabdi. Diaoccupazione 
e piena occupazione : G. F. Vella. La diatribuzione dd reddito e 
awaidi aaaiatemiali ai poveri ddPIrpinia nel 1943 : L. Vardabo. 

Economia Jnternazionale, 

VoL. ni, No. 2, May 1950. Some of the Cauaea of International Economic 
Diaequilibriuma and aome Remediea: U. Papi. Kapitalexport und 
Vollheachdftigung : E. Preiser. Exchange Equilibrium : Joan Robin¬ 
son. Lea barriSrea d Vimmigration: W. Ropke. Echangea inter• 
nationaux et rigidiUa atructurdlea nationalea : A. Sauvy. An Index 
Meaauring the Degree of Reciprocity in International Trade Relatiom : 
L. Sommer. La multilaleraliaalion progressive des diviaea en Europe 
R. Tritfin, 

Vlnduairia, 

No. 2, 1960. La miaura ddla produzione : L. Lenti. SuU*invarianza 
delta forma deUa diatribuzione dei redditi : F. Brambilia. Coato di 
produzione e regime fiacale : C. Cosciani. LHmportanza dd compleaeo 
prezzi-aalari per una politica di maaaima occupazione : J. M. Ciark. 

Critica Economica. 

No. 2, 1960. Qli accordi per i pagamenti intracuropei : R. Tremblloni. 
Liberalizzazioni, fluttuazione cidica e credito : G. Delia Porta. 

Review of the Economic Conditiona in Italy (Banco di Roma). 

VoL. IV, No. 4, July 1960. Effects of the War and Inflation on the Balance.- 
Sheets of Italian Joint Stock Companies : F. C. d’Anna. 

VoL. IV, No. 6, September 1950. Contrasting Opinions regarding 

Italian Economic Policy : C. Bbbsoiani-Turroni. 

Banca Nazionale del Lavoro Quarterly Review. 

April-June 1950. Germany : an experiment in Planning by the “ Free ” 
Price Mechanism : T. Balogh. Fiscal Policy and Italy's Economic 
Development: S. Steve. The. Economic Integration of Western Europe : 
F. Coppola d’Anna. The Balance-Sheet of the Bank of Italy : L. Ma- 
onani. Contributions to the Understanding of Contemporary Economics : 
F. Capf^. 

Italian Economic Survey (The Association of Italian Joint Stock 
Companies). 

July-August 1960. Investments. 

Ekonomisk Tidskrift. 

VoL. LII, No. 2, June 1960. The Role of Uncertainty in Economic 
Planning : Harald Dickson. A critical review of Dr. Shackle’s recent 
book, Expectation in Economics, The author gives a short summary 
of his argument in English. Dr. Shackle’s assumption that an entre¬ 
preneur can compare not only different surprises but also distances or 
differences between surprises is dubious. The idea that only the focus- 
gain and the focuaJoaa are relevant is used in a case where this is not 
applicable. In Chapter V, where Dr. Shackle suggests a method of 
taxation, the unrealistic conclusion of the argument leads one to suspect 
that there is something wrong with the assumption. Chapter VI or the 
book makes an interesting contribution to the theory of ^e bargaining 
process. Greek Attempts at Post-war Monetary Rehabilitation: D. 
Delivanis. This article, in English, reviews the monetary history of 
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Greece since 1944. PMic Authorities, Insurance Companies and Banks 
in Social AccourUhig : Inovab Ohi^son. A discussion of the problems 
involved in assessing the activities of public authorities, banks and 
insurance companies for the purpose of social accounting. 

Natian^dokonomisk Tidsskrijt, 

Nos. 3-4, 1950. How Do the Banks React ? : Jorgen Pedersen and Card 
Erik: Sorensen. A report and commentary on the answers to a 
questionnaire inquiry made by the authors. Answers were received 
from 135 of Denmark’s 160 banks. The questions were as follows : 
(1) When you have sur])lu.s cash do you try and increase your advances 
by easing requirements ? (2) Would your advances have been greater 

if the higher reserve requirements had not been introduced in 1942? 
(3) Will you lend to new customers if it inv’olves borrowing from the 
Central Jlarik? (4) Do you think that the demand for loans will be 
affected by charges between 4 and in the rate charged when the 
charges are uniform for all banks ? (5) How will you react to a fall in 

liquidity ? Many of the banks added remarks to their answers. The 
authors conclude that the banlcs play a passive role in determining the 
amount of a<lvances, that iticreases in the rate of interest have but small 
eftect until high rates are reached an<l that the banks are averse to 
becoming dependent on the Central Bank. Modern Probleyns in Monetary 
and Exchange Policy : Erling Petersen. A discussion of problems 
arising in the post-war period from the two altoniativo economic policies : 
planning (as exemplified by Britain and Norway) and monetary measures 
(os exemplified by Belgium). An Ecoiomics Thesis : Professors 
WiNDiN(j, Pedersen and Zeuthen. The main points of their opposition 
is the public disputation of Hans Brerns’ “ Some Problems of Mono¬ 
polistic Comjx?tition.” A revised version is to appear shortly as a 
Harvard Economic Study. The Unwersity Economics Institute in 
Oslo : Sven Dan0. A description of the organisation and work of the 
Institute. 

Okonomi og Politik. 

V^OL. 24, No, 2, ApriLt-June 1950. De tckniske og politiske betingclser for 
kollektiv sikkerhcd : E. GiRAXm. Det internationale konlrolorgan for 
Ruhromrddet : W. Diebold. Vdviklingslinier i 1940'ernes nordiske 
samarbejde : K. Moller. 

Ekonomiska Samfundets Tidskrift. 

VoL, III, No. 2,1950. Byggnadsproduktioncns ekonomiska mal: O. Grippen- 
BERG. Nagraamerikanska arbetsmarknadsproblem : C. E. Knoellinger, 
Om strukturfOrdndrirufar i det ekonmniska livet : C. A. J. Gadoi.in. 

VoL. Ill, No. 3, 1950. Om uppgifterna for rnr sdgverkshistoria: N. 
Meinandeb. Om qjdfnnhcterna mellan det s.k. forsta ersdttniugssystemet 
och ersdttnwgslagstiftningcn av dr 1945 : V. PKOCopjfc. Forbrukning- 
sundersokningarna—ett inldgg : E. v. Hofsten. 

Statistical Bulletin of Israel, 

VoL. I, No. 7, May-June 1950. 

Moneda y Cridito, 

No. 32, March 1960. Lapolitica de cridito franeesa en 1948j A. Vinhajlbs. 
Rigimen econdmico de los Montepios Laborales : J. P. Lenero. Estudios 
sobre la renta nacioned : J. M. Naharbo. Nota sobre la distribucidn del 
capital nominal de las sociedades andnimas espaHoles : F. G. Quijano. 

El Trimestre Econdmico. 

VoL. XVn, No. 2, APRn>-JuNB 1960. Tres ensayos estadisticos de interis 
prdctico : H. Max. Evolucidn de la economia cubana en la postguerra : 
J. Alienbs Y Urosa. iDesarroUo econdmico sin inflacidn ? : G. M. 
Adtber. Gomercio e inversidn en paises poco desarroUados : H. W. 
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Singer. Hacia una nueva accidn econ^mkcl en America Latina : V. R. 
Esteves. La econxmda dindmica de Harrod : I. M. db Navarrbte. 

RevisUi de. denciaa Econdmicae, 

VoL. XXXVIII, Series III, No. 22. El deearroUo econdmico de la America 
Latina y algunoe de me principcdes problemas : R. Prbbisoh. Re- 
ordenamiento monetario y comercio irUemacional (Aapectoe contem- 
poraneos): L. P. Fbbscuba. 

Boletin de Eatudioa Econdmicos. 

No. 20, May 1960. El <zccionariado ohrero es aolucidn ? : S. Mantilla. 
Significado y Contenido de la Contabilidad : D. Pablo and D. H. 8. 
BuLLdN. Analisie de la Cmnpetencia en la economia neoclaaica : J. A. 
Abbasate. Economia Financiera de loa Valorea mobilioHoa : J. L. 
DB Ubquijo. Estudio de Lotes Mediante Jnapeccidn de Muestraa : E. 
CHACdN. 

Obzor Narodohospoddralcy (Czech text). 

No. 9, May 1950. Jnveatment : K. KabAsbk. Capital Replacement in'a 
Socialiat Economy : M. S. The Financial Aapecta of Induatrial Invest^ 
ment: D. KoutiSk. Investment Planning and Statistics : J. Okrouhly. 
The issue contains also short notes on current international and do¬ 
mestic problems of economic and political interest. 

Statisztikai Szemle (Hungarian text), 

January-Fbbruary 1960. The Methodology of Statistical Grouping : 
N. Grachev. Prdiminary Results of the Inquiry into Household Burets : 
J. Zala. Reorganisation of Local Statistical Services : the work of the 
Leningrad bureau of statistics : N. Puzakov. Socialist Statistics and 
Bourgeois Pseudo-science : E. RiiIdei. Data on the Occupants and 
Invalid Movements in Hungarian Hospitals: G. Somogyi. Some 
Questions on Bringing Industrial Reserves into Use : L. Volodarskiy 
and A. YEzaiov. The December 1949 Census of Co-operative Production : 
A. Koszegi. The Struggle for Above Plan Accumulation^ the Profitability 
of Enterprises and Tasks of the Stqte Statistical Service : A. Petrov and 
L. Skvortsov. Administration and Population : J. Kovacsics. 

March-April 1960. The Struggle against Bureaucracy in Statistics, 
Decree of the National Economic Committee on lyvdustrial Statistics, 
An Enquiry into Present Day Questions of Industrial Statistics, Lenin 
and Official. Statistics : P. Popov. Stalin and Statistical Science : V, 
Nbmohinov. Stalin, the Fomvder of Socialist Statistical Theory : M. 
BiJi and V. Trebich. Saliefit Indices of Commercial Statistics : J. 
Zala. What do World Induatrial Statistics Reveal ? : A, Kaskarov. 
Hungariari Book Production in 1949 ; G. Tolnai. The Task of Statistics 
in Material Supply : M. Eidelhan. A Study of Certain Problems in the 
Measurement of Production, 

May 1950. Value of Production in Industry, Reserves for Lowering the 
Coats of Industrial Production : A. Zverev. The Rudiments of Socialist 
Statistics and Their Tuition in the Universities, Bureaucracy in Statistics, 
The Law of Large Numbers and Sampling Technique : S. Ostrumov. 
Statistics and Working Accounts, “ Royal ” Statistics (a criticism of an 
article by Sir William Elderton in the Journal of the Royal Statistical 
Society, ^ries A, 1949). 

Prohleme Economics (Rumanian text). 

No. 6, May 1960. Reserves for Lowering the Costs of Itidustrial Production : 
A. Zverev. The Reduction of Coat Prices as an Instrument in the Struggle 
to Build Socialism : C. DascAlu. Planned Reduction of Circulating 
Capital in Soviet Trade : R. RIdl^bcu. The Role of Machine and 

Tractor Stations in the Socialist Transformation of Agriculture : N. 
Trandapirescu and C. Topor, The Progressive ana Patriotic Character 
of Russian Merca^UHist Thought in the 17th and JSth Centuries: M. 
OPRISAN. 
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No. 6, J T7NB 1960. Two Years after the Revolutionary A ct of Nationalisation : 
C. Stoioa. The Success of CoUectivisatian : a means for the stretigthenuig 
of the worker-peasant alliance : C. Sandu. The New Period of Planning 
Prodiwtion Costs and Turnover Expenditure on Commodities: C. 
Niculceanu and I. Stebnlibb. Stalin^ the Theoretician and Organiser 
of the Socialist Disposition of Productive Forces : V. Vasiutin, Con¬ 
cerning False Bourgeois Theories on the National Income : G. §iclovan. 
Yugoslavia in the Hands of the Anglo-American Monopolists: G. 
Chibioi. 

No, 6, July 1950. The R6le and Tasks of Artisan Cooperatives : V. Luca. 
The Soviet Decisions on the Coordination of Scientific Work in the Eco¬ 
nomic Field* Towards the Application of the Government Decrees on the 
Organisation of Planned Prices : M. Maievschi. The Reduction of Cost 
Prices^ the Task of the Leading State Agricultural Enterprises: V. Topok. 
Israelf a State Stibmisaive to Colonial Exploitation and a Strategic Base 
for the Anglo-American Imperialists : I. Abuncuteanu. 

No, 8, August 1950. The Fraternal and Permanent Help of the Soviet 
Union—Liberator of our Country—the Decisive Factor in the Work of 
Building Socialism in the Rumanian People^s Republic : P. BalAceanu. 
The Gigantic Econemiic Power of the U.S.S.R* in the Service of Peace : 
1. ViDRA§cu. J, V* Stalin and Socialist Railway Transport: T. S. 
Haciatubov. 2he Raising of Labour Productivity — the Central Task 
in the Struggle for the Construction of Socialism : M. Manbscu. For the 
Full Utilisation of Productive Capacity in the Timber Industry : N. 
Celac. The Economic Contract — an Important Factor in the Fulfilment 
of the State Plan : C. Maiobkanu. 

Voprosy Ekonomiki {Russian text)* 

No. 4, 1950. The Leninist Programme for Organising Socialist Construc¬ 
tion : G. Evstafyev. Lenin's Exposure of Bourgeois Economic Science : 

M. Rubinstein. Methods of Planning Progressive Norms in Industry : 
L. Tomashpolsky, The Decline of British Imperialism : E. Vabga. 

No. 5, 1950. The Economic Victory of the U*S.S*R. in the War : P. 
Byelov. Leninas Development of the Theory of Capitalist Overproduction 
in the Struggle with the Liberal Populists : I. Mbachkovskaya. The 
Leading Role of the MTS in Agricultural Development on Collective 
Farms : V. Venzhbb. The Struggle of the Democratic Camp for Peace : 
A. SCHNEEBSON, The Upsurge of the Peasant Movement in Italy : P. 
Lisovsky. 

No. 6, 1950. The Permanent Prodtiction Brigade in Collective Farms — 
the Basis for Organising Artel Labour : V. Abbamov. Methods for 
Improving the Use of Basic Means of Production in an Industrial Under¬ 
taking {the Experience of the Moscow “ Kalibr Factory): G. Shifrin. 
Regional Differences in the Productivity of Labour and Costs of Production 
in Soviet Industry : P. Livshitz. A. O, Tstdukidze's Economic Works : 
G. Mbboslishvili. ConsolidcUion of Monetary Circulation and 
Finance in the People's Democracies in Europe : B. Boldybev. Difla- 
tion in the U*S*A* : Z. Atlas. TI^ Extortionate Measures of Capitalist 
Industrialisation: N. Ryabov. 

Planovoc Khoziaistvo {Russian text)* 

No. 3, 1950. Technical Progress in the National Economy of the U,S*S*R* : 

N. Sokolov. Reduction of Building Coats : the most imporianl problem 
of Ihe national economy: V. Bubguan. Future Tasks for the Soviet 
Oil Industry: N. Baibakov. Mechanisation of the Manufacturing 
Processes of BuUding Materials: P. Dobofsye v. Experience Gained from 
the Voronezh Oblast Plan : G. ZnciN. The Path of Socialist Agrarian 
Reform in the People's Democracies of Europe : A. Fbtbushov. 

No, 4, 1960, The State Budget in the Final Year of the Post-War Five 
Year Plan: A, Zvebbv. Standardisation and Unification in Heavy 
Machine Building : M. Kundin and P. Navmenko. The Organisation 
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of Labour and Wages in Collective Farms : K/ Obolensky. Bourgeois 
Econohnics—a Weapon of the Warmongers : L. Alter. 

Gospodarka Planowa (Polish teoct). 

No. 3, March 1960. The Proposed Law on the National Economic Plan for 
1950, Extracts from the Decree of the Council of Ministers of 3rd March 
on the 1950 Playi, The Credit Plan in the Financial System : M. Ku- 
CHARSKI. The Definition of Productive Capacity in Industrial Enter- 
prises : M. Rakowski. The State Clothing Industry in the Six Year 
Plan: J. Rolkowski. Production Costs in Forestry: E. Wi^iCKO. 
The Planning of the Fulfilment of the Foreign Trade Turnover : J, 
Kbynicki. The Rise in the Standard of Living as a Result of the Develop¬ 
ment of the Soviet Economy : J. Malinowski. From Soviet Economic 
Experience : for the Full Use of Reserves and Non-perishable Goods, 

No. 4-5, April-May 1950. The Comrnunigui of the State Economic 
Planning Commission, The 1950 Plan in Industry : A. Pawlowski. 
Under Capacity Planning and Means to Suppress it: M, Rakowski. 
Some Problems on the Development of the State Retail Trade : S. SuRZYCia. 
Improtnng the Planning of Freight Transport: S. Mroczek, Nationalised 
Building Enterprises in Poland : M. Rojowski. The Potential Develop¬ 
ment in the Organisation of Building Enterprises : K. Tyszica. The 
Bases of the Economy of the Chinese People's Republic : A. Kadusz- 
KiEWicz. From Soviet Economic Experience : Reserves for Lowering 
Costs of Industrial Production : A, Zverev. 

No. 6, June 1950. The Essence and Aims of the Budget: L. Serafinowicz. 
New Norms in Building : S. Michotek. Problems of Planning in 
Forestry : li. Fromer. Questions of Telecommunications Development: 
W. Fijalkowski. The Operating Plan for Water Transport: J. 
Paszkowicz. The Development of Towns and Municipal Economy in the 
U,S,S,R, : M. Gajewski. From Soviet Economic Experience : Functions 
and Significance of Soviet finances : V. Diachenko. For the Full Dis¬ 
covery and Use of Productive Capacity in Industry : V. Alfeev and 
A. Korotkov. 

No. 7, July 1950. Communique of the State Planning Commission, 
The National Economy in the Six Year Perspective: J. Marzec, 
Changes in the Methods of Planning Investment: K. Secomski. Local 
Planning at a New Stage of Development: J. Zaremba. The Organisa¬ 
tion of Enterprises in Key Industries : M. Doroszewicz. Emulation in 
the Czechowice Match Factories : J. Kordaszewski. The Rise in the 
Purchasing Power of ths Rouble : Z. Atlas. Soviet Agriculture in the 
Postwar Stalin Five Year Plan : J, Matysiewicz. 

Pari I Kredit (Monnaie et Credit) (Bulgarian text, French and Russian 

summaries). 

No. 6, 1960. Stalin, the Great Protector and Friend of the Btdgarian People, 
New Socialist Measures in the Banking System : I. Paliisky. The 
Nature and Importance of Documentation in Accounts: G. Dimitrov. 
Application of the Manner of Determining the Limit of Capital Invest¬ 
ment in the National Economic Plan : C. Popov. 

Bank of Tokyo (Quarterly Survey), 

VoL. 3, March 1960. The Pound Devaluation and Japan^s Export Industry, 
U,S, Aid Counterpart Fund, One Year under the “ Dodge Lins 
Stabilization Plan, 
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NEW BOOKS. 

British. 

The African Factory Worker. A sample study of the life and 
labour of the urban African worker by the Department of Economics, 
University of Natal. Cape Town and London : Oxford University 
Press, 1950. 8^". Pp. 221. 30^. 

[To b© reviewed,] 

American Economic Association. Readings in Business Cycle 
Theory. London: Allen & Unwin, 1050. 8|". Pp. xvi + 494. 

25 ^. 

[It ifl very useful to have available now in an English edition this volume of 
Readings wliich was first published in America in 1944 and was noted in this 
Journal in the issue of April 1945. It contains many articles which it is of great 
convenience to have readily accessible in this form. Nevertheless, as the Not© 
then published suggested, it has certain serious in the sense that im¬ 

portant English articles are missing from it. It would be interesting and use3ful 
to see it supplemented by a further volume drawn from a wider range of sources.] 

Bakeatt (P.). The Sterling Area : wdiat it is and how it works. 
2nd. edition. London: Longmans, Green, 1950. 8J". Pp. 20. 

U. 6d. 

[This useful short account of the working of the Sterling Area has been re¬ 
vised, enlarged and brought up-to-date.] 

Bell (J. D. M.). The Strength of Trade Unionism in Scotland. 
Universiiv of Glasgow : Department of Social and Economic Research, 
1950. 9|". Pp. 48. 5<«r. 

[The author seeks to discover the total number of trad© unionists in Siiotland, 
their industrial and geographical distribution and to compare the results with 
those for the United Kingdom as a whole. Measured either by the munber of 
trade unionists per 100 of population or by the number per 100 insured employees 
the figures do not differ significantly from those of the United Kingdom as a 
whole. Thus his most interesting results are concerned with the regional and 
industrial distribution,] 

Bloomfield (A. I.). Capital Imports and the American Balance of 
Payments, 1934-39. A study in abnormal international capital 
transfers. London: Cambridge University Press, 1950 9". Pp. 

xiii + 340. 45^. 

[To be reviewed.] 

Boh (Lim Tay). The Co-operative Movement in Malaya. London: 
Cambridge University Press, 1950. 8^'. Pp. 37. Ib. M. 

[A popular account of the Malayan Co-operative Movement by a Lecturer in 
Economics in the University of Malaya.] 

British Travel and Holidays Association. Twenty-Second 
Annual Report for the Year ended March 1950. London : British 
Travel and Holidays Association, 1950. 8^". Pp. 39. 

[Tliis report throws much light on the United Kingdom’s earnings from 
“ Tourism,*^ Of some 550,000 overseas visitors in 1949, just about one-quarter 
came from the U.S.A. and Canada. Of American visitors, 41% came by air; 
they spent on average just over £100, excluding fare payments, and nearly 
£200 including them; nearly half of them arrived in June, July and August; 
shortage of hotel oooommodation is still an important limiting factor; even 
now only 50% of Americans travelling to Europe come to Britain; the level of the 
American tourist movement to Europe is still below the 1929 level.] 
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Clarke (C. E.)* Social Insurance in Britain. London: Cam¬ 
bridge University ji^ss, 1950. 8i". Pp. x + 136. 13a. Cd. 

[To bo reviewed.] 

Cole (G. D. H.). Essays in Social Theory. London ; Macmillan, 
1960. 8i". Pp. 251. 15a. 

[To be reviewed.] 

Cook (R. S.). Costs and Returns from Milk Production in the 
Southern Province in 1948-49. Reading University: Department 
of Agricultural Economics, 1950. 10^". Pp. 26. 2a. 

[A ronoo-ed aiial 3 ?iii 8 of the costs of producing milk on sixty farms in the 
“ southern province ** of England. Net costs vari^ from over 284. in two herds 
to under ISa. in the five lowest cost herds, with an average of 21*44.] 

Crew (A.). (Enlarged and rewritten by Leo T. Little.) Economics 
for Commercial Students and Business Men. Thirteenth edition. 
London : Jordan & Sons, 1950. 7". Pp. viii + 591. 12a. M, 

[To be reviewed.] 

Dover (V.). General Average and the York-Antwerp Rules, 1950, 
including their application to Marine Insurance. London : Stone & 
Cox, 1950. 7|". Pp. 127. 12a. 6d. 

[The principle of general average “ springs from a ^le of law applicable to all 
who chance to have interests on board a ship at sea exposed to some common 
danger threatening the whole. ... In time of peril, there would imdoubtedly 
have been disputes as to what property should first be disposed of until a time 
arose when the idea presented itself that it would be reasonable and just that 
any loss sustained in time of peril for the common safety should be borne equitably 
by all the parties interested in the common adventure in proportion to their 
respective shares therein.** The applications of the principles have, however, 
been gradually evolved over a very long period. A revision of the principles was 
made during 1950, and this small book sets out in simplified form the present 
principles of average adjustment.] r 

Euoken (W.). The Foundations of Economies. History and 
theory in the analysis of economic reality. Translated by T. W. 
Hutchison. London: William Hodge, 1950. 8|". Pp. 358. 2ls, 

[To be reviewed.] 

Gambling, an ethical discussion. A Report of the Social and In¬ 
dustrial Commission of the Church Assembly. London : Church 
Information Board, 1950. 8^". Pp. 69. 3s. 

[This report, which has at present only the authority of the Social and In¬ 
dustrial Commission of the Church Assembly which produced it, finds that ** the 
gambling contract is itself a permissible contract, that is to say, one into which 
a man may enter without necessarily committing sin.** Tliat does not imply 
that all forms of gambling are permissible or hamuess. It is held that no Stock 
Exchange transaction falls within the definition of gambling adopted in the report. 
The report finds less objection to betting on the course than to betting off the course. 
It favours the prohibition or reduction in the scale of football pools and the 
prohibition of gambling machines.] 

Grant (M.). Roman Anniversary Issues. London: Cambridge 
University Press, 1950. 8^'. Pp. xxiv + 204. 21«. 

[The purpose of this study ** is to show that a large number of Roman im¬ 
perial eoins and medallions owe their types, wholly or in part, to coincidences 
in date with important * anniversary years,* These coincidences are either 
deliberately arranged or are accidental coincidences of which advantage is taken 
for purposes of propaganda.** Prof. Grant begins by describing the forms of 
celebration of such anniversaries and then goes on to illustrate his thesis from 
actual coinages and to identify the issues commemorating various occasioiis*} 
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' Hadfisld (C.)* British Canals. London : Phoenix House, 1950. 

Pp. 269. I6s. 

[To be reviewed.] 

Hancock (W. K.). Wealth of Colonies. London : Cambridge 
University Press, 1950. 7^". Pp. 81. 7s. 6d. 

[To be reviewed.] 

Heyworth (Sib Geoffrey). Productivity. London: Lever 
Bros., 1950. 8". Pp. 18, Privately circulated. 

[This is a re^int of a speech delivered by Sir Geoffrey Heyworth, the Chair¬ 
man of Lever Brothers and Unilever to the Annual General Meeting of his 
company in London. He dealt in considerable detail with the methods by 
whidi his company has succeeded in raising productivity and gave numerous 
illustrations of the savings that were found practicable. He discusses the 
opporttmities imder three heads : lay-out and equipment; organisation of work; 
human relations. It is only if all three are successfully pursued that the best 
results can be attained. Examples are given in which factories, after the applica¬ 
tion both of production study and incentives, increased their output by 80% 
to 160%.] 

Industrial Australia. A study of recent expansion. Melbourne 
and London : Union Bank of Australia, 1950. 8|". Pp. viii + 78. 

[A revised and enlarged edition of a useful pamphlet noted in the Economic 
JouKNAL of December 1949. It is designed to set out, for the benefit of anyone 
who may be considering the establishment of a branch in Australia, the necessary 
background information about Australian resources, conditions and markets.] 

Jenkins (R.), Albu (A.). Dioby (Margaret) and Whyte (Anne). 
Post-War Italy. A report on economic conditions by four observers. 
London : Fabian Publications and Victor Gollancz, 1950. 8J''. 
Pp. 49. 2s. 6d. 

[An extremely interesting report by the four members of a Fabian delegation 
which visited Italy in the autumn of 1949 at the invitation of the Italian Govern¬ 
ment. Mr. Roy Jenkins, M.P., WTites about The Italian Economy in general 
terms, and gives a fair and unbiased account of the deflationary measures im¬ 
posed in 1947 to improve confidence in the lira and to strengthen the balance of 
payments. But after giving full credit to the efficacy of these measures he comes 
back to the central problem of low production, low investment, high unemploy¬ 
ment and low effective demand. Ho concludes “ there is, therefore, little indica¬ 
tion at present that Italy is moving towards a solution of her central problem of 
underinvestment. Until such a solution is achieved, Italy will not bo making 
full use of the breathing space which is provided by Marshall Aid. This assistance 
is stabilising the political situation and greatly strengthening the technical 
position of the currency, but it is being aUowed to do comparatively little to 
strengthen the real basis of the Italian economy.” In subsequent sections Mr. 
Austen Albu, M.P., writes about The Organieation of Industry^ Margaret Digby 
writes about Italian Agriculture and Aime Whyte contributes notes on The 
Standard of Living J] 

Lindsay (P.) and Groves (R.). The Peasants’ Revolt 1381. 
London: Hutchinson, 1960. 9". Pp. 184. 18^?. 

[To be reviewed.] 

Masters (D. C.). The Winnipeg General Strike. University of 
Toronto Press (London : Geofl&ey Cumberlege), 1960. 9". Pp. xv + 
159. 26s. 

[An account of the General Strike which took place in Winnipeg in 1919-20. 
It was largely a test of strength between the Otoe Big Union which had just been 
establishea the Trades and Labor Congress, ^mich was dominated by the 
Eastern Trade Union. This volume is one of a series dealing with the historical 
background of the Social Credit movement in Alberta, and it sets the General 
Strike in a larger perspective of Canadian political and industrial development.] 
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A Memorandum on the Town and Countly Planning Act, 1947. 
London: Chartered Auctioneers’ and Estate Agents’ Institute, 1960. 
8i". Pp. 10. 

[This carefully argued and responsible pamphlet reaches the conclusion that 
the provision of the Town and Country Planning Act are so complex and unworkable 
that Pcurts V, VT and VII of the Act, which deaf with the compensation-betterment 
problem, should be repealed. In place of these Parts, the Institute would wish 
to see a system imder which no compensation is payable in respect of planning 
restrictions, but the owner should be entitled, in case of sucn restriction, to 
require the local authority to purchase at the market value.] 

National Institute of Economic and Social Research. 
Register of Research in the Social Sciences in Pr^ess and in Plan and 
Directory of Research Institutions. London : Cambridge University 
Press, 1960. 9^". Pp. 174. I5s. 

[This now well-known register of current research in the social sciences is 
classified under broad heads of subject matter. A subject index facilitates the 
discovery of research in any field. An index of names enables the work of a 
particular person to be found. A directory of research institutions completes the 
available material. The total number of research projects in the whole field 
covered is now 1265. This excludes, however, the research by private persons 
as such, and of commercial, political and similar bodies. Nor can the register 
hope to include much of the imiversity research of senior teachers where this is of a 
private character; it can print no more than is reported to it. But as a work 
of general reference it is now well-established.] 

Neuman (A. M. de). Consumers’ Representation in the Public 
Sector of Industry. Cambridge: Students’ Bookshop, 1960. SJ". 
Pp. 22. 3^. 

[This short pamphlet surveys the different types of maohineiy for consumers* 
representation in the nationalised industries. The author reooras his impression 
that the councils and committees have as yet done very little constructive work. 
Most of them complain that consumers make little use of them. His fear is that 
they are too concerned with educating the consumer to appreciate the producer’s 
difficulties, and too little with their real task of keeping producers alive to the 
difficulties of consumers.] • 

Nicholson (J. L.). Variations in Working Class Family Ex¬ 
penditure. University of Oxford : Institute of Statistics, 1960. 10". 

Pp. 60. 2^. 6d. 

[A reprint of an article published in the Journal of the Royal SkUistical Society.] 

PiOKSTOCK (F.). British Railways—the Human Problem. 
London: Fabian Publications and Victor Gollancz, 1960. 8^". 
Pp. 36. 2,9. 

[The author of this report argues that the present Regions of the railway 
organisation are too large to permit reasonably human relations between the 
management and the staff. More decentralisation is needed. While top-level 
consultation is satisfactory, at lower levels it is insufficient and ineffective. A 
system of promotion, in which merit as well as seniority is taken into account, is 
urgently needed. There should be more provision for training. In the Unions, 
education, research and publicity are inadequate. “ They have not fully faced 
up to their responsibilities imder nationalisation.”] 

Tew (B,). Wealth and Income. An analysis of the economic and 
financial systems of Australia and Great Britain. Melbourne University 
Press (Cambridge University Press), 1960, 8^". Pp. ix + 307. 21s. 

[To be reviewed.] 

Thomson (D. F.). Economic Structure and the Ceremonial 
Exchange Cycle in Arnhem Land. Melbourne and London : Macmillan, 
1949. 8V'. Pp. 106. I2s. 6d. 

[A preliminary account of one cuipect of the culture of some tribes of the 
Northern Territory of Australia by an cmthropologist who lived with the people 
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of Arnhem Land for over four years. The author brings to light the existence of a 
widely-rfitfnifying ceremonial exchange system rei^rkably similar to the Kula- 
cycle of South-East New Guinea first described in detail by Malinowski. The 
book should be of special interest to economists, exhibiting, as it does, a process 
of exchange that seems to defy analysis in terms of normal utility theory. Yet, 
given the ideology of these peoples, the whole system makes sense, and in¬ 
cidentally is by no means non-utilitarian, even though the familiar market- 
mechanism is fac^king, and even though the making of gifts without explicit 
reference to ultimate requital is the main motivation of the circulation both of 
ceremonial and utility objects. The author also finds that the comparatively 
recent influence of Incionesian traders has, if anything, led to a proliferation of the 
cycle, imports from Malay and elsewhere penetrating farther inland than would 
have been the case under normal foreign trade motivation. It is to be hoped that 
Dr, Thomson will follow up this short but valuable study with a more detailed 
account of the whole culture of the area.] 

ViNBR (J.). The Customs Union Issue. London : Stevcuis & 
Sons, 1950. 8J". Pp. viii + 221. 20s. 

[To lie reviewed.] 

Whyte (L. G.). Principles of Finaneo and Investment, 2 vols. 
Jjondon : Cambridge University Press, V^d. I, 1949, Vol. II, 1950. 
Si". Pp. X H 192 and vii -f- 176. 12^. Od. each volume. 

[To be reviewed.] 

WooTTON (Barbara). Testament for Social Sciene<\ An essay 
in the application of scientific method to human problems. London : 
Allen & Unwin, 1950. 8|". Pp. vii + 197. 15.s‘. 

[To bo reviewed.] 

Workers’ Control. Sydney : Fabian Society of New South Wales, 
1950. 8". Pp. 24. 1^. 

[Wliile this pamphlet is primarily concerned with Australian problems it 
draws heavily on British experience and discusses in terms of the English literature 
of the subject the place of workers’ control in socialist thought, the objectives, the 
objections and the constructive possibilities.] 

American. 

Anderson (W. A.), Marriages and Families of University 
Graduates. Ithaca, New York: Cornell University Press (London: 
Geoffrey Cumberlege), 1950. 9". Pp. xii + 51. 8^. 

[This report is based on a study of the marriages and families of Cornell 
Uni versit y graduates of 1919,1920 and 1921. it is reasonable to assume that these 
classes represent completed families, so far as child-bearing goes. The results 
are based on a questionnaire returned by 82% of the 81 % of the graduates whose 
addresses wore known, and thus covering about two-thirds of the original 
graduates. It has been possible from the information secured to estimate the 
ratios of the college graduate's marrying to those of the same sex in the general 
population, to analyse age at marriage, relative ages of spouses, numbers of 
children, intervals between them, the length of the child-bearing period and a 
great many other phenomena of interest.] 

Ballbster (J. H.). a Brief Comparison between the Ordinary 
Life Contracts of Ten Insurance Companies. New York : Graduate 
School of Business of Columbia University, 1950. 9’'. Pp. 29. 

[As its title indicates, this pamphlet examines the principal differences 
between the contracts of ten insurance companies. The differences are analysed 
under some sixteen heads, and it is explained where and why the differences appear 
and what they signify.] 

Braun (K.). The Right to Organize and its Limits. A comparison 
of politics in the United States and selected European countries. 
Washington D.C. : Brookings Institution, 1950. 9''. Pp. xiii + 331. 
$3.00. 

[To be reviewed.] 
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Cahpenteb (J. T.). Employers’ Association and Oollective Bargain¬ 
ing in New York City. Itnaca, New York : Cornell University Press 
(London : Geofirey Oumberlege), 1950. 9". Pp. xiii -f 419. 36«. 

[To be reviewed.] 

Clemencb (R. V.) and Doody (F. S.). The Schumpeterian 
System. Cambridge, Mass. : Addison-Wesley Press, 1950. 

Pp. 117. *2.50. 

[To be reviewed.] 

Doody (F. S.), (Ed.). Readings in Labor Economics. Cambridge, 
Mass. : Addison-Wesley Press, 1950. 9". 3Pp. viii + 481. $3*75. 

[This volume of Readings produced by a photographic process from the 
original texts of articles, is aesigned to supplement American college courses in 
Labor. For that reason, the articles selected are almost exclusively from 
American journals and deal with the American applications of the various aspects 
of labor economics. Within these self-imposed limits of objective, the selection 
is good and useful. It covers the fields of organisation, incentives, forms of 
wage-payment, difierentials, minimum wages, causes of strikes, collective 
bargaining, trade union wage policies, wage policy and business cycles, and social 
security.] 

Eisteb (A. W.). The United States and the A.B.C. Powers 
1889-1906. Dallas, Texas: Southern Methodist University Press, 
1950. 9". Pp. 92. $1.50. 

[A study of the effects of the Spanish-American War on the diplomatic and 
economic relations of the U.S.A. with Argentina, Brazil and Chile.] 

Hartley (R. W.) in collaboration with Wolkind (Eleanor). 
America’s Capital Requirements. Estimates for 1946-1960. New 
York : Twentieth Century Fund, 1950. 11". Pp. 244. $3.00. 

[To be reviewed.] 

Herring (Harriet L.). Passing of the Mill Village. Revolution 
in a Southern Institution. Chapel Hill: North Carolina Press 
(London : Geoffrey Cumberlege), 1950. 8", Pp. vii -f 137. 24«. 

[The cotton-mill village, owned by the management, was an institution in 
the Southern States. It is now passing as mills sell their villages and workers 
are acqiiirmg their own houses. This passing has all sorts of secondary effects 
on the character and local government of the villages and on local politics. 
This monograph shows why managements have been led to sell, and traces the 
changes in mill-village life due to sales.] 

Kafp (K. W.). The Social Costs of Private Enterprise. Cam¬ 
bridge, Mass. : Harvard University Press (London : Geoffrey Cumber¬ 
lege), 1950. 8". Pp. xii -f 287. ‘ 30^. 

[To be reviewed.] 

Kimball (M.). Corporate Finance, Principles and Practice. 
Ames, Iowa : Littlefield, Adams, 1949. 8". P^. viii + 305. 

[This book provides a summary of methods of fincmce of firms in the U.S.A. 
It appears to be written for the student of commerce or business organisation 
rather than of economics, as the principles discussed are those of elementary 
accountancy not of economics. It is clearly written, but contains so much 
condensed matter that it cannot be described as rei^ble.] 

Kozmetsky (G.). Financial Reports of Labor Unions. Harvard 
University : Graduate School of Business Administration, 1950. 8". 
Pp. xi + 280. $3.50. 

[This monograph, by an Instructor in the Harvard Business School, throws 
light on the changing character of Union Reports. While most of them are at 
pains to set out accurately and scrupulously the receipts and disbursements. 
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the author finds that the detail does not enable either members or the public to 
aecertain the cost of union activities or the exact nature of these activities.] 

Major Problems of United States Foreign Policy, 1950-1951. Wash¬ 
ington D.C. : Brookings Institution, 1950, 9". Pp. xiii + 416. 
Cloth $3.00. Paper $1.60. 

[To be reviewed.] 

Miller (D. C.). Taxes, the Public Debt, and Transfers of Income. 
Urbana: University of Illinois Press, 1950. 10". Pp. xi + 153. 

Cloth $3.00. Paper $2.00. 

[To be reviewed.] 

Mints (L. W.). Monetary Policy for a Competitive Society 
New York and London : McGraw-Hill, 1950. 9". Pp. vii 236. 
25s. 6d. 

[To 1)6 review6<i.] 

Moulton (H, G.). The Dynamic Economy. A dialogue in pay 
form. Washington D.C. : Brookings Institution, 1950. IV'. Pp. 
vii + 238. $2.00. 

[This is a dialogue, in three acts, in which the characters describe and represent 
the forces which have led to the growth of productivity in the American economy. 
A Greek Chorus of anonymous farmers disputes with named characters through 
a series of scenes set in each decade from 1850. The latter include such as 
Cyrus McCormick, William Ogden, Andrew Carnegie, Graham Bell, Edison, 
Gompers, Sharman, F. W. Taylor, Henry Ford. The moral is pointed at the end 
by the teacher who acts, so to speak, as Chorus leader : ''we have looked at 
American life a century ago with its bitterly hard work and its low plane of 
living, and we have asked with the economists of that day whether there was 
hope for the future. We have seen how over the century, our private enterprise 
system hets succeeded in progressively raising the standards of living of the 
American jjeople,”] 

Nelson (B. N.). The Idea of Usury. From Tribal Brotherhood 
to Universal Brotherhood. Princeton University Press, 1949 
(London : Geoffrey Cumberlege, 1950). 8". Pp. xxi + 258. 20.s. 

[To be reviewed,] 

Nussbaum (A.). Money in the Law, National and International, 
A comparative study in the borderline of law and economics. Brooklyn : 
Foundation Press, 1950, 9^". Pp. xxxii + 618. $8.00. 

[To be reviewed]. 

Papers of the Michigan Academy of Science, Arts and Letters. 
Vol, XXXII (1946). Edited by E. S. McCartney and H. van der 
Schalie (1948. Pp. xiv + 522. 60«.) Vol. XXXIII (1947). Edited 
by E. S. McCartney and F. K. Sparrow (1949. Pp. x -f 414, 60«.) 
Vol. XXXIV (1948). Edited by E. S. McCartney and P. K. Sparrow, 
(1960. Pp. xiii + 360. 65^.) Ann Arbor : University of Michigan 
Press (London : Geoffrey Cumberlege, 1950). 

[Each of these three annual voliunes contains one paper within the held of 
economics. In the 1946 volume is a paper by Samuel M. Levin entitled 
** Thoughts on Industrial Democracy.*’ The 1947 volume includes a paper on 
“ Japan’s Foreign Trade —A Proposal,” by Harry G. Brainard. That for 1948 
prints a paper on ” Long-run and Short-run Changes in Productivity and their 
Effects on Fknploymeny* by Daniel B. Smts. Among other papers, most of 
which are devoted to scientific subjects, are various papers on geography which 
touch on the field of economics.] 
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Planning Pamphlets. No. 71. The Development of a Policy for 
Industrial Peace in Atomic Energy, By D. B. Strauss. P^. viii + 103. 
$1.00. No. 72. A Frameiooric for Long-Range Agricultural Policy, 
By 0. Heline and D. R. Kaldor. Pp. viii + 68. 50 cents. Washing¬ 
ton D.C. : National Planning Association, 1950. 

[The first of these pamphlets deals with the problems of strikes and labour 
relations in atomic energy plants. After a strike threat at Oak Kidge, the 
President appointed a Commission to suggest the best methods of conducting 
labour relations in the atomic-energy industry. This pamphlet reprints the 
report and discusses it. The Commission did not recommend special legislation, 
but preferred more orthodox methods of coUective bargaining. A Labor Re¬ 
lations Panel was appointed to take jurisdiction and to use its “ full discretion 
in the use of all vohmtary procedures to end the dispute by mutual agreement.^' 
The pamphlet records the results of tJie first operations of the Panel. The 
second pamphlet considers in general terms the methods of raising the incomes 
of people now in agriculture. The authors reject those methods which will in¬ 
crease agricultural incomes by transfer from the rest of the Community and do 
not regard export-dumping as an appropriate technique. Pricing policies 
should be directed to the efficient use of resources and not to the redistribution 
of income. Their positive proposals are almost wholly directed to the improve¬ 
ment of agricultural productivity.] 

Sellery (G. C. ). The Renaissance, its nature and origins. Madison, 
Wisconsin: University of Wisconsin Press, 1950. 8". Pp. 296. 

$3.75. 

[A text, at the sixth form or first-year under^aduato level, which deals in 
lively fashion with all aspects of the renaissance. Six pages deal in rather summaiy’' 
fashion with the economic aspects, stressing particularly the infiuence of the 
Church on economic thought and practice.] 

Selzniok (P.). TVA and the Grass Roots. A study in the 
sociology of formal organization. Berkeley and Los Angeles : Uni¬ 
versity of California Press (Cambridge University Press), 1950. 9". 
Pp. ix + 274. 28s. 

[To be reviewed.] 

Sonne (H. C.). ‘‘ Economics ” as applied to Government Fiscal 

Policy and Debt Management. New York : Sanders Printing Cor¬ 
poration, 1950. 1^". Pp. 29. 

[The author, Mr. Cliristian Sonne, Chairman of the Board of Trustees of the 
National Planning Association, argues that it must be recognised “ that there are 
certain periods of bad times when a deficit is not only permissible but helpful.” 
If, however, deficit financing were to result in reckless spending, an annual 
balanced budget may be the lesser evil. If money is to be kept sotmd and tax 
rates are to be reasonable, debt must not increase too rapidly. That implies 
surpluses in good years. What is wanted is the right balance between practice 
and theory.] 

Talbot (P.), (Ed.). South Asia in the World Today. University 
of Chicago Press (Cambridge University Press), 1950. 9". Pp. 
X + 254. 30«. 

[To be reviewed.] 

Thompson (V. A.). The Regulatory Process in OPA Rationing. 
New York: King’s Crown Press, Columbia University (London; 
Geoffrey Cumberlege), 1950. 9", Pp. xi 4 466. 81s. 6d. 

[To be reviewed.] 

Indian. 

0 

Annual Market Review 1949. Bombay ; Premchand Roychand, 
1950. Pp. 87. 

[An accoimt of market trends in. all the different sectors of the Indian economy. 
It includes discussions of events in the money and foreign-exchange market, 
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In raw materials, manufactured textiles and the precious metals, and has a series 
of useful statistical tables covering all these fields.] 

Dey (H. L.). Policy of Protection in India. A retrospect. 
Poona : Gokhale Institute of Politics and Economics, 1950. 

Pp. 25. Is. Qd. 

[A most interesting lecture on the actual procedures and workings of the 
Indian Tariff Board, first during the pre-war period, and later after its functions 
had been re-defined in 1945 and again in 1948.J 

Karvb (I). G.). Public Administration in Democracy. Poona : 
Gokhale institute of Politics and Economics, 1950. 9^". Pp. 

61 . 

[A very vigorous and lively discussion of modc^rn (ultninisiraiion as it works 
out in a democracy under the conditions of to-day. Prof. Karve has read widely 
and draws freely on recent British experience and writings. His essay deserves 
to be read not only in India but in all democratic countries.] 

Mehta (J. K.) and Agarwala (S. N.). Public Finamie, theory and 
practice. Allahabad : Kitab Mahal, 1949. Pp. xiii 4 704 -f 

ix. 

[To bo reviewed.] 

PoDUVAL (R. N.). Recent Trends in India’s Foreign Tradt*. 
Delhi : Premier Publishing Comjiany, 1050. 7". Pp. 83. 

[Two lectures delivered at Matlras University during February 1950. The 
first deals with the changing pattern and distribution of India’s foreign trade. 
The second deals with the commodity balance of trade and the need to stimulate 
exports.] 


French. 

Alla IS (M.), Ahondance ou Mis^^re. l^aris: Librairie de Medicis, 
1946. Pp. 132. 

[M. Allais’ theoretical work has received considerable attention abroad in 
recent years. Readers will welcome his x’iows on current planning problems, 
but it is a pity that they should only become available to them four years after 
the events which they seek to interpret, M. Allais’ general thesis is that the post¬ 
war problems in France overshadowed by inflation are soluble only if the stultify¬ 
ing effects of physical controls are got rid of. The alternative to controls and a 
debilitating inflation is the establishing of a competitive economy tempered by 
redistribution of wealth. To quote the words of tlie author, “ the exigencies of 
life do not admit of a perfect solution, but an approach to a solut ion is afforded 
by the application of the competitive principle accompanied by an appropriate 
policy of redistribution, and this is infoiitely preferable to the central planning 
solution. The advantages of the latter exist only in the imagination.s of its 
protagonists and is to condemned as much in practice as in theory ” (p. 88). 
Although it has been pointed out that M. Jacques Rueff’s jSpitre aux Dirigistes 
resembles Meade’s Planning and the Price MechanUm, Abondance ou Mialre 
bears an even stronger resemblance. For the foreign reader the pungent stylo 
and clarity of expression should give much enjoyment.] 

Institut National do la Statistique et des jfitiides ficonomiques. 
L’Asie Sovi6tique. Paris : Presses Universitaires de France, 1949. 
9i". Pp. 232. 500 

[The purpose of this study is to afford the reader material for the appraisal 
of tne economic exploitation of Soviet Asia, particularly in recent years. The 
authors distinguish four areas, North Siberia, the Urals, East Siberia and Central 
Asia and con^der their geographical features, supplies of natural resources and 
transport facilities in detail. Although, as would be expected, the study is 
hampered by lack of suflicient statistical information for the framing of historical 
comparisons, the authors appear to have combed all available sources and have 
presented a most interesting picture of Soviet economic expansion and of the 
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economic relations between the Soviet and its Eastern neighbours. Some useful 
maps are included in a folder at the back of the volume.] 

Laffenburgeb (H.). £conomie Financifere en Trois Le 9 ons. 
Paris : Recueil Sirey, 1950. 9". Pp. 140. 

[In these essays. Prof. Laufenburger maintains that it is necessary to shift 
the emphasis in the teaoliinff of public ^laaoe aw^ from the study of tax problems, 
which were considered in detail by the Italian School, towards the study of the 
effects of the growth of the positive intervention of the State in the economy 
via budgetary and monetary policy. This is quite in keeping with current 
thought in the Anglo-Saxon world, but the author attezxmts the im]|^8ible in 
trying to set out en pleine lumi^re the full implications oi developed oudgetary 
and financial techniques in three easy lessons. The second essay describe the 
extent of the growth of the public sector in a number of countries by reference to 
such factors as the growth in the number of Civil Servants, the growth in public 
income and expenditure, etc., and, on the whole, is precise and accurate, par¬ 
ticularly in the sections on the redistribution of income. The third chapter, 
which considers monetary policy, is not so successful. The points made concern¬ 
ing the limitations of monetary policy in infiuencing the level of activity are familiar 
enough. It is somewhat di8tuA>ing to find that the only references to Keynes and 
Harrod in the disc'ussion of infiation are to the “ General Theory ** and “ Trade 
Cycle,** both of whom have so skilfully analysed inflation in macro-economic 
terms in more recent times. In consequence, the author*s discussion of savings 
and investment is best ignored. It is not essential to the author's argument, 
and it will only annoy the monetary theorist.] 

Mabohal (J.). Cours d’ficonomio Politique. Paris : Librairie de 
Mediois, 1950. Pp. 938. ' 

[This massive volume provides a first-year coqrse in economics in which 
special emphasis is laid upon the prescriptive nature of our study. The first 
part, some 300 pages, is a potted economic history interspersed with comments 
on contemporary ** Dogmengeschichte *' of a rather pedestrian nature. One 
chapter stands out from the rest. There is an unusually clear accoimt of 
modem scientific method in economics in which reference is made to the use of 
analysis (including elementary difference equations). The distinction between 
theoretical, historical and “ provisional ” models is a neat one. It is » pjty that 
this chapter is not used as the morphological foundation of this work. The book 
passes on to a straightforward ckccount of price theory incorporating a useful 
synthesis of modern theories of imperfect competition and closing with a long- 
winded digression on the meaning of value in economics. In the Money and 
Banking section, it takes the writer a long time to make contact with the really 
interesting problems. When eventually problems of monetary expansion and 
contraction are dealt with, no general theory is advanced and the first-year student 
is left to take his pick of a bewildering number of individual theories. Two 
general criticisms might be advanced. No clear-out account is given of the 
framework of the economic system—a necessary pre-requisite for the study of 
monetary theory. Lastly, the text is too elementapr to provide the student 
with the necessary background for the impressive bibliogrtmny provided for him. 
For example, the discussion of monetary theory eventuauy reaches the Fisher 
equation, but from there the student is referred to Bobertsbn's ** Essays in 
Monetary Theory *’ and MyrdaVs “ Monetary Equilibrium,** to name only the 
better known.] 

Wbillbb (J,). Problfemes d’ficonomie Internationale. Paris: 
Presses Universitaircs do France, 1950. 9^"'. Pp. 333. 800 frs, 

[To be reviewed.] 


Belgian. 

Jaoqfbmyks (G.). La SociiU Beige sous VOccupaUon AUemanie 
1940-‘1944. Alimentaticm et Atat de sant6. Pp. 638. Mode de vie. 
Comportement moral ot social. Pp. ^2. Les travailleurs deport&s 
et leur famille. Pp. 143. Brussels : Nicholson k Watson, 1960. 

[To be reviewed.] 
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Oerman. 

Arnim (W. von). Strukturwandlungen und Naehkriegsproblemo 
der Wirtschaft Danemarks. Kiel: Institut fur Wcltwirtschaft, 1950. 
8", Pp.65. DM3.50. 

[To be reviewed.] 

Binder (R.). Die Belastung (lurch die pcrsonliche Einkommen- 
steuer in Deutschland, England und den Vereinigten Staaten. Kiel: 
Institut fiir Weitwitschaft, 1950. 8". Pp, vii 196. DM 15. 

[The result of detailed statistical comparisons is to show that tlie general 
level of income taxation in Germany is about four times as much as in the U.S. 
and 60% above that in Great Britain. This result is obtained by comparing 
income levels at the olficial exchange rates. The complexities of international 
com})ariBons of tax burdens emerge clearly from this attempt.] 

Carell (E.). Untornehmergewinn und Arbcitslohn. Munich : 
Richard Pflaum, 1950. 9i". Pp. 174. DM 18. 

[To be reviewed,] 

Geck (L. H. a.). iSozialpolitische Aufgaben. Tiibingcn : Mohr, 
1950. 9". Pp. 62. DM 2.40. 

[This booklet contains the text of two lectures given by the author at Bonn 
University. The first deals with the social importance of economic educafum, 
the second with tiiat of personnel policy. Tl'he papers are pre(‘edod by a more 
general discussion of the tasks of social poU<*y. Ti\e author is a well-known 
authority in his field, and displays wide historical and ft'.ctual knowledge in dis- 
<’U8sing his subject.] 

Hbeckt (H.). Strukturwandlungen und Natdikriegsprobleme d(T 
Wirtschaft Norwegens. Kiel: Instituts flir Wcltwirtschaft, 1950. 
8". Pp.48. DM2.50. 

[The study first describes tlie economic structure of Norway and then pro- 
eecxis to a discussion of present economic policic‘S and planning objectives. The 
‘‘social accounts” for Norw'^ay are briefly but atlequately described. A final 
(‘haptor (U'srribes the speeial locational adv'antages and disadvantages of the 
country witliin a more integrated Western European system.] 

Herlemann (H. H,). Die Versorgung dcr westdi^utsclK^n Land- 
wirtschaft mit Mincraldunger, Kiel : Institut fiir Wcltwirtschaft, 
1950. 8'^ Pp. 74. DM 4. 

[This study represents the results of a report on the supply of fertilisers to 
agriculture in Western Germany, made tAi the Minister of Food at the request of 
the Bi-Zonal Economic Council. The report deals successively with requirements, 
production and sales conditions. It stresses the unsatisfied requirements (esti¬ 
mated at 70% above present consumption) and argues against a reduction of 
productive facilities under the dismantling programme. The need for farmers' 
education is also stressed.] 

Hornschu (H. E.). Die Entwicklung des Finaiizausgleiehs im 
Deutschen Reich und in Preussen von 1919 bis 1944. Kiel: Institut 
fiir Wcltwirtschaft, 1950. 8". Pp. xiv + 198. DM 12. 

[To be reviewed.] 

Plate (R.). Der Weltgetreidemarkt nach deni zweiten Weltkrieg. 
Berlin : Paul Parey, 1950. 8". Pp. 233. 

[A statistical study of the i>08ition and outlook for production, trade and 
prices of the main gram products. After a detaUed consideration of bullish and 
oecbrish price influences, the author concludes that the bearish influences will 
predominate and prices will gradually come down, more or less as envisaged by 
the International Wheat Agreement. No bad or sudden break in prices is 
eimoted.] 
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Stblling (Ilsb). Die Sozialisierung des Kohlebergbaus in 
Grossbritannien. Kiel: Institut fiir Welt\^irtsohaft, 1950. 8". 
Pp. vi + 71. 

[This is a straightforward, purely descriptive account of the movement 
towards nationalisation of coal mining in Great Britain, from the days before 
the First World War to the present tune. This being a topical subject at the 
present time in Germany, the book with its facts will no doubt be useful to 
German readers. To British readers it offers little, since there is no attempt at 
economic anal;|^is or judgment. Such issues as proper pricing or investment 
policies for nationalised industries are avoided.] 

Stisser (R.). Standort und Planung der deutschen Kraftfahrzeug- 
industrie. Bremen-Horn : Walter Dorn, 1950. 8". Pp. 84. DM 4. 

[This study of the localisation problems of motor-vehicle production in 
Western Germany arrives at the conclusion that the main demand for new 
investment in this industry will be in the production of tractors and motor cycles; 
that for both types of production the best form of organisation is a big plant in a 
large town; but that the production of components and accessories can*be 
suitably decentralised. The inquiiy proceeds from locational theory, as applied 
to the industry, to locational policy; and in this latter respect the author is 
inclined to favour the expansion of the industry in its present centres of pro¬ 
duction.] 

Weber (A.). Dogma und Wirklichkeitssiim in dor SowjetwirtsebafU 
Munich : Verlag dor Bayerischen Akademif* der Wissensehafton, 1950. 
9". Pp.52. DM3.50. 

[To be reviewed.] 

Weber (A.). Weltwtschaft. Berlin: Dimcker & Humblot, 
1950. 9". Pp. xiii + 464. DM15. 

[To be reviewed.] 

Die Wcltwirtschaft mitte 195Q. Kiel: Institut fur Weltwirtschaft, 
1950. Hi". Pp. 91. DM5, 

[To be reviewed.] 


Austrian. 

Weber (W.). Wirtschaftswissenschaft und Wirtschaftspolitik in 
Osterroich. Vienna : Springer, 1949. 9i". Pp. 85. 11«. Gd. 

[This book represents a catalogue and classification of economists, public 
finance experts, statisticians and business economists who have taught in Austria. 
The story starts with early cameralism in the seventeenth century during the 
reign of Emperor Leopold 1, and is thus by no means confined to the “ Austrian 
School.** The schools distinguished are the cameralists, classics (two pages 
only !), romantics, historians, normative school, the “ Austrian School,*^ and 
the modem ** organics.’* The second part describes the infiuence of economic 
doctrines on economic policy, the activities of economists in policy and of 
politicians in economic science. The book is also addressed to students of eco¬ 
nomics, but is too much in the nature of a catalogue of names and titles to take 
the place of a real Dogmengeachichte.] 


Swiss. 

Baohmann (H.). WesteuropaiBChe Wirtschaftsunion oder wirt- 
schaftliehe Zusammenarbeit ? Zurich and St. Gallon : Polygraphischer 
Verlag, 1950. 8". Pp. viii + 48. 

[To be reviewed. 
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Dutch. 

Ekker (M. H.). Equilibrium of International Trade and Inter¬ 
national Monetary Compensations. The Hague ; Central Planning 
Bureau, 1950. 9J". Pp.41. 

[A reprint of an article that appeared in Weliwirtschafiliches Archiv, 1950, 
Heft 2, It represente an attempt to dissect a system of trade movements so as 
to show the equilibrium movement of the system. For this purpose the author 
distinguishes the bilateral equilibrium component, the circular equilibrium 
component, the flowing component and the net positions component.] 

Export Promotion and the Drive for Dollars. The Netherlands 
benefit by Marshall Aid. Rotterdam : Rotterdamsche Bank, 1950. 
lOj", Pp. 45. 

[An account, in English, of the measures that the Netiierlands have adopted 
to stimulate dollar exports. In 1947 Dutch exports wore equivalent to only 
44% of the imports; by the last quarter of 1949 they had reewihed 84%. To 
promote dollar exports 10% of the net export proceeds are at the free disposal 
of exporters. Various organisations, together with special trade Commissioners, 
have been created. Facilities are being developed for holding stocks in the 
United States. None the less, a final section emphasises the immense advantages 
which the Netherlands have deriv'od from the existence of Marshall Aid.] 


Italian. 

CosciANi (C.), Elementi di economia politica. Third, revised 
edition. Padua : Cedam, 1950. 9". Pp. 370. 900 1. 

[The third edition of a fairly elementary text-book; it is not stated when it 
was first published, nor to what extent it has been brought up to date.] 

CosriANT (0.) La rifonna tributaria. Analisi critica del sintema 
tributario italiano. Florence: “ La Niiova Italia,*’ 1950. TJ". 

Pp. 374. 1300 /. 

[A critical description and analysis of the Italian system of taxation, which 
is offered as a preliminary to a general reform,] 

Insoleka (F.). Toorioa dcirammortamento. Turin : Einaudi, 
1950. 9^^'. Pp. 303. 2400 /. 

[A mathematical treatise on the amortisation of capital. It contains a general 
discussion of the problems from the actuarial and financial points of view. To¬ 
gether with the Theory of Capitalisation, announced in this JouRNAii, March 1950, 
it completes the author’s Treatise of Actuariul Science.'] 

Stark (W.). La sioria deireeonomica in relaziono alio suiluppo 
sociale. Milan: L’Industria, 1950. 9J". Pp. 82. 500 /. 

[An Italian translation of the author’s History of Economics in its delation to 
Social Development, published in 1944 and reviewed in the December 1945 issue 
of the Eoonomio Journal.] 

ViNOi (F.). Istituzioni di Economiea. Bologna: Cesare Zuffi, 
1950. 10". Pp. 370. 

[To be reviewed.] 


Danish. 

Brbms (H.). Advertising, the Desire to Purchase and Purchasing 
Power. Copenhagen : Einar Harcks Forlag, 1950. Pp. 148. 

[A theoretical analysis, in Danish, of advertising and the equilibrium of a single 
firm and an oligopolistic industry and a discussion of the effects of ctdvertising 
on tlie level of employment.] 
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Spanish. 

Sabda (J.). Una IntroducciOn a la Economla. Barcelona: 
Bosch. 1950. 9". Pp. 238. 60 ptas. 

[This book is designed to make some of the more recent contributions to 
economic thought available to Spanish readers. It starts from the national 
resources of labour and capital and proceeds from them to the national income 
and the balance of payments. It goes on to trace the relations of public finance 
and budgetary policy to national income. Subsequent sections deal with the 
organisation of production, with consumer demand, competition, monopoly 
and imperfection competition. Next the rewards and supplies of factors ore 
analysed. Finally, we come to the determination of the level of activity and 
income, monetary supplies and policies, the ofifects of liquidity preferences, and 
the problems of fluctuations and their avoidance. The author is Professor of 
Economics and Public Finances in the University of Barcelona.] 


Egyptian. 

Chalom (G.). La Detennination Fiscalo des B 6 n 6 fice 8 Com- 
merciaux et Industriels en figypte et les Recours Contontieux. Cairo : 
S.O.P. Press, 1949. 10". Pp. 165. P.T. 40. 

[This work combines a detailed examination of the legal framework of the 
profits taxes imposed in Eg^t since shortly before the Second World War with a 
discussion of the comparative eftects of this type of taxation in both Egypt and 
France.] 


Czechoslovakian'. 

Ekban (E.). Budget of Peace and Social Progress. Prague : 
Orbis, 1950. 8 ". Pp. 62. 

[An account, in English, of the work of the Czech Ministry of Labour and Social 
Welfare.] 

Work for all or Unemployment. Prague: Orbia, 1950. 8 ". 
Pp. 126. 

[This book seeks to contrast the ever-present spectre of unemployment in 
the Capitalist countries—^suitably documented from some of the more critical 
articles of The Economist and The New Statesman and Nation —with “the liquida¬ 
tion of unemployment by peaceful methods,” to be found in the U.S.S.R. and its 
satellites.] 


British. 


Official. 


Bbitish Tbanspobt Commission. Report and Accounts for 1949. 
London : H.M. Stationery Office, 1960. 9^". Pp. viii + 408. 85 . 

[This report, which covers the Calendar year 1949, describes the progress 
made in carrying out the various objectives of the Transport Act of 1947. &inco 
capital investment had to be limited by general economic considerations, the 
progress could not be rapid, and has largely taken the form of acquisition of under¬ 
takings and preparations for their co-ordination and integration. There is a 
brief discussion of the charges scheme now under consideration and a fuller 
discussion of the financial problems of the Commission. The greater part of 
the report is given up to the activities of the various Executives, and to financial 
and operating statistics.] 


Colony of Trinidad and Tobago. Quarterly Economic Report, 
April-June 1950. Trinidad : Centrsfl Statistical Office, 1950. 11". 

Pp. 32 and tables. 12 cents. 

[This is the first of a new enlarged series of quarterly reports on the economic 
position of Trinidad and Tobago, which is planned on a generous and very in- 
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formative scale. The introductory comments on the trend of the economy suggest 
that, while during the last quarter activity was higher and the balance of payments 
favourable, this was largely the consequence of a rise in the value of exports. 
There is some danger that import prices will tend to follow the rising trend of 
export prices, so that an adverse change in the terms of trade is likely and would 
produce serious difficulty. The most disturbing feature is the failure of crude oil 
production to expand. Unless new oil reserves can be found, the economy will 
have to depend increasingly on the sale of other products.] 

Industrial Developmc^nt in the British Territories of the Caribbean. 
Report prepared by the British member of the Industrial Survey 
Panel appointed by the Caribbean Commission. 3 vols. London: 
Colonial Office, 1950. 13". Pp. 194, 264 and 198. 

[To be reviewed.] 

Union of South Africa. Fourth Annual Report of the Registrar 
of Banks for the Period ended 31st lleeembcr 1949. Pretoria : 
Registrar of Banks and Building Societies, 1950. 13". Pp. 36. 

2s, 6d. 

[This further Annual Report contains full statistical information about tho 
assets and liabilities of the commercial and other banks of tlie Union of South 
Africa.] 


American. 

Catalog of United States Census Publications 1790-1945. Pre¬ 
pared by H. J. Dubester. Washington 1).C. : U.S. I)e})artment of 
Commerce, Bureau of the Census, 1950. 9". Pp. 320. 

[A hand-list of some 3600 publications issued from tho Bureau of tho (\msu8 
betwet'n 1790 and 1945. It possesses a useful 8ubjc(‘t index which, together with 
the subdivision of the list into sections, makes it easy to find a list of publications 
dealing with any particular subject.] 

Eighth Report to Congress of the Economic Co-operation Adminis¬ 
tration, for the quarter ended Mardi 31, 1950. Washington D.C. : 
U.S. Government Printing Office, 1950. 9". Pp. x -4- 137. 40 cents, 

[This report, covering tho first quarter of 1950, is a useful supplement to the 
larger E.C.E. reports produced in Genova and the various reports which emanate 
from O.E.E.C. in Paris, It contains, apart from valuable comment, a large 
number of statistical tables covering not only the recovery of European production 
and the development of European exports, but also the uses of counterpart 
funds, tho forms which aid has taken, the tjqies of technical assistance and 
numerous other relevant facts about which information is not elsewhere readily 
accessible.] 

The Midyear Economic Report of tho President, transmitted to tho 
Congress July 26, 1950. Washington D.C. : United States Govern¬ 
ment Printing Office, 1950. 9". Pp, 160. 

[This report emphasises tho recovery from the recession of 1940. The rate 
of production of goods and services in the first half of 1950 was about 5% above 
the rate of mid-1949. Business investment had shown tho largest increase 
among expenditures, being $10*6 billion or about 33% greater in the first half of 
1950 than in the second half of 1949, This -was mainly a switch from inventory 
liquidation to inventory accumulation. At the same time residential construction 
had risen by about 26%. Once again a foreign observer cannot but be impressed 
and surprised at the almost exclusively inward-looking character of this survey. 
There are no more than half a dozen pages about tho economic effects of the 
United States relations with the outside world. It is, however, increasingly 
apparent that the closing of the dollar gap is coming much more from a decline 
of exports than on increase of imports. The post-devaluation dollar value of 
imports in the first half of 1960 was about 3% greater than in the first half of 
1949, while the value of exports was about 26% less.] 
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Indian. 

Government op India. Ministry of Commbrob. National 
Income of British India and the Union Provinces, 1946-46. 1949. 
Pp. 16. National Income of the Indian Union Provinces, 1946-47. 
1950. Pp. 17. New Delhi: Government of India Press. 9^". 

[These estimates of the Indian national income for 1945-46 and 1946-47 
are based on the concept of “ net national income produced within India at 
factor cost,” The presentation is laconic and no indication is given of the 
probable margins of error of particular items. The authors give up in despair, 
however, an attempt to include the former Indian States. The estimates would 
indicate an average income per head of Rs. 198 for British India and Rs. 204 for 
the Union Provinces, as they stood after partition, in 1946-46; the real income 
in 1946-47 was about the same, but a rise of some 12’6% in prices meant an 
income of about Rs. 228 per head for the Union Provinces in current prices.] 

Goswami (M. N.). a Survey of Rural Economic Conditions in 
Darrang. Shillong: Assam Government Press, 1950. 10|". Pp. 

58. 

[A sample survey in a District of Assam.] 

A Note on Balanced Cultivation. New Delhi : All-India Congress 
Committee, 1950. 9J". Pp. 58. Re. 1/-. 

[This report starts with various alternative assumptions regarding the caloric 
requirements per head of population and estimates the deficiencies of various 
foods and raw materials. It is estimated that, compared with the ideal levels 
of consumption set out, the overall deficit in food supplies will be of the order of 
64% by 1951.] 

Our Immediate Programme. New Delhi : All-India Congi'ess Com¬ 
mittee, 1950. 8|". Pp. 99. Rs. 2, 

[The report of a Planning Conference hold in New Delia during April 1950. 
It includes speeches by a number of Ministers. But the most important contents 
are the Resolutions of the Conference and the Immediate Economic Programme 
that was generally approved. The programme is in qualitative and desiderative 
terms, rather than in terms of an attempt to measure statistically the available 
resources and the competing claims upon them. The main emphasis is on 
growing more food and producing more of the essential raw materials and 
consumers’ goods by means that will give productive employment to the un¬ 
employed and under-employed. But this must be reinforced by increased in¬ 
vestment meide possible “ by mopping up surplus purchasing power in sectors least 
habituated to capital formation through a scheme of voluntary but nation-wide 
austerity,” as well as by the removal of “ restrictive unplanned and outmoded 
controls ” and their replacement by others more appropriate to present needs.] 


Dutch. 

Lisman (J. H. C.). Econometrics, Statistics and Thermodynamics. 
The Hague : Netherlands Postal and IVlecommunications Services, 
1949, 9i". Pp. 104. 

[Dr. Lisman attempts to explain certain frequency distributions, in which 
the Dutch Post Ofiioo is interested: they include various kinds of financial 
transactions with the Postal Cheque and Transfer System and with the Post Office 
Savings Bank cmd of the number of telephone calls both of different length and 
made by different subscribers. Ho has sought another science, where actual 
frequency distributions have been satisfactorily explained by theory, and has 
chosen thermodynamics rather than the more suitable biological sciences. The 
introductory chapter discusses at length the role of analogy in scientific argument 
and follows this up with a similar treatment of entropy. UnfortunaMy, on 
p. 16, Dr. Lisman betrays that he has no very clear idea of what economists mean 
by a demand curve. There follows the most interesting section of the pamphlet 
in which various empirical frequency distributions are discussed and portrayed 
on lo^ritlunic probability paper. The assertions about the precise nature of each 
distribution might be more readily believed if ^ had occasionally been used to 
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test the goodness of fit of any assumed distribution. Next he attempts to draw 
an analogy between the kinetic theory of gases, and financial transactions. The 
analogy is not a plausible one, and appears to bo little more than a somewhat 
uncritical effort to use results in physics to explain economic phenomena. Finally, 
there is an xinilluminating discussion of the analogy between H. T. Davis’s theory 
of Budgets {The Theory of Econotneirtce^ pp. 170 el seq.) and thermodynamics. 
Having decided to identify entropy with utility. Dr. Lisman makes the astonishing 
discovery that in maximising utility homo oeconomicva obeys the second law ot 
thermodynamics ! This sort of nonsense can do nothing to help those anxioxis to 
escape from the determinism of current mathematical economics to formulations 
whore chance and frequency distributions play their proper part. Some time 
no doubt the Theory of Stochastic Processes, now being developed elsewhere, 
will be of use in economics; and now that Dr. Lisman’s faith in analogy seems 
to have been shaken by his excursions into fantasy, perhaps his future work will 
be directed to hastening the arriv’al of that day.] 

International. 

Freedom of Association and Conditions of Work in Venezuela. 
Ceneva : International Labour Office (London : Staples Press), 1950. 
i)i". Pp. 185. 6^. 

[The report of a Mission sent to Venezuela, at the request of its Government, 
by the International Labour Office.] 

International ^lontdary Fund. Annual Report, April 30, 1950. 
Washington I).C. : International Monetary Fund, 1950. 9". Pf>. 

xi f 100. 

[To be reviewed.] 

Organisation for European Economk^ Co-operation. Rei)ort 
on Intemal Financial Stability. Paris : O.E.E.C., 1950. 10". Pp. 

140. 

[This survey deals, first in general terms and then in relation to each of the 
eighteen countries, with the inflationary and deflationary factors at w'ork in 
Europe down to March 11150. In many respects increasing output and the 
elimiiiatioii of bottlenecks have made the problems easier. On the other hand, 
the period under review covered the devaluations of 1949, sul>stantial diminution 
of American aid and a continued high level of inv(*8tment. In a majority of 
countries inflationary pressures, before the outbreak of war in Kort^a, had been 
brought fairly effectivety under control. In Belgium, Germany and Italy 

E rices were filing and unemployment was high, partly for struct ural reasons, 
ut partly also for lack of effective demand. The Working Party that produced 
the report stresses the growing importance of mamtaining intemal stability 
if trade between the European countries is to bo progressively liberated without 
repercussions. Deflation in one country, it is emphasised, may create difficulties 
for others by diminution in their exports. At the same time, consumption 
levels must take account of the progressive reduction of American aid.] 

Tin 1949-1950. A review of tlie world tin industry. The Hagin' : 
International Tin Study^ Group, 1950. 10". Pp. 55. 

[This annual survey of the world tin position is based on statistical material 
oolleoted by the International Tin Study Group. The year 1949-50 showed great 
changes. Free markets were re-introduoed and government control almost 
disappeared. A sharp fall in consumption tovrards the end of 1949 and the steady 
increase of production led (temporarily as we now know) to a break of prices and 
the consideration of an intergovernmental commodity agreement.] 

United Nations. Annual Report of the Secretary-Cireneral on the 
Work of the Oi^anization, 1 July 1W9-30 June 1960. Ijake Success: 
United Nsrtions (London: H.M. Stationery Office), 1960. 11". 

Pp. xiv + 43. 11«. 

[One chapter of this report is devoted to economic and social questions. The 
economic section of the chapter deals, tnler alia, with such questions as the plans 
for producing world economic surveys, the studies of economic stability and full 
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employment, the development of under>devoloped areas, commodity problems 
and the activities of the regional Economic Commissions. The social problems 
include human rights, the status of women, planning of social development, 
population and migration, social welfare and narcotic dings.] 

United Nations. Economic Survey of Asia and the Far East, 
1949. Lake Success: United Nations (London: H.M. Stationery 
Office), 1950. 9". Pp. xix + 485. 22.9. 6d. 

[To be reviewed.] 

United Nations. Implementation of Pull Employment Policies. 
Report No. 1, Second Half of 1949. Lake Success : United Nations 
(London : H.M. Stationery Office), 1950. 9". Pp. 52. 3s, 

[This report begins by analysing the replies of twenty-one countries to the 
questions addressed to them by the Secretary-General. These included questions 
about measures to stimulate consumption, to encourage private investment, to 
increase public investment, to increase government expenditures, to increase net 
exports. The countries fall into five main groups : the first, which includes*tho 
United Kingdorn, had virtually no unemployment; the second had significant, 
but relatively low, unemployment; the third, which in the second half of 1949 
included the United States and Belgium, had unemployment which seemed to be 
of serious proportions; the fourth and fifth groups were undeveloped and non- 
self-governing territories. Some of the replies of certain countries are printed 
in extenso, including those of the United Kingdom and those made on behalf of 
our dependent territories.] 

Proceedings of the Unit<'d Nations Scientific Conference on the 
Conservation and Utilization of Resources. Vol. I. Plenary Meetings. 
United Nations : Dept, of Economic Affairs (London : H.M. Stationery 
Office), 1950. 11". Pp. Ixi + 431. 32^. 6d. 

[The record of a Conference held at Lake Success during August and September 
1949, at which some 700 scientists met to discuss and consider over 600 papers. 
The complete record will fill a total of eight volumes. This first volume includes 
a verbatim record of the plenary meetings and the papers discussed at them. 
The subjects were very varied. Thqy included studies of the world resources 
in relation to population (Colin Clark contributing a paper), critical shortages 
(with a paper on food shortages by Sir Herbert Broadley), the interdependence 
of resources, soils and forests, fuels and energy, metals and minerals, resources 
creatable by applied technology, resource appraisal, techniques for less-developed 
countries, river-basin development and finally a symposium on future lines of 
study.] 



INDEX TO THE ECONOMIC JOURNAL 

VOLUME LX 

ARTICLES 

PAQB 


Abs, H. J., The Structure of the Western German Monetary System... 481 

Alexander, S. S., Mr. Harrod*s Dynamic Model.724 

Allen, G. C., Economic Progress, Retrospect and Prospect . 463 

Allen, R. G. D., The Substitution EfiFect in Value Theory ... ... 675 

Beachaxn, A., The Present Position of the Coal Industry in Great Britain 9 

Bl€ick, D., The Unity of Political and Economic Science . 506 

Blagbtim, C. H., Import-Replacement by British Agriculture. 19 

Brockie, M. D., Theories of the 1937-38 Crisis and Depression. 292 

Carter, C. F., Expectation in Economics. 92 

Chipman, J. S., Professor Goodwin’s Matrix Multiplier. 753 

Goodwin, R. M., Does the Matrix Multiplier Oscillate ?. 764 

Haberler, G., Some Problems in the Pure Theory of International 

Trade . ... ... . ... ... ... 223 

Hawtrey, R. G., Multiplier Analysis and the Balance of Payments ... 1 

Higgins, B., The Theory of Increasing Under-Employment . 255 

Hooton, F. G., Risk and the Cobweb Theorem. 69 

Kaser, M. C., Soviet Planning and the Price Mechanism . 81 

Langley, S. J., Tlie Iron and Steel Act, 1949 . 311 

Machlup, F., Three Concepts of the Balance of Payments and the 

So-called Dollar Shortage ... ... ... ... ... ... 46 

Papemdreou, A. G., Economics and the Social Sciences. 715 

Pigou, A. C., Unrequited Imports.. 241 

Ritchie, J. M,, Some Observations on Problems of Hill and Marginal 

Land .‘ ... 740 

Rix, M, S., The Premium on U.S. Dollar Securities .686 

Robinson, E. A. G. R., Pricing of Manufactured Products . 771 

Rostow, W. W., The United Nations* Report on Full Employment... 323 

Roy, A. D., The Distribution of Earnings and of Individual Output ... 489 

Sayers, R. S., Tlie Springs of Technical Progress in Britain, 1919-39... 275 

Shannon, H. A., The Sterling Balances of the Sterling Area, 1939-49... 531 

Sykes, J,, Diversification of Industry .697 

Wiles, P., Empirical Research and the Marginal Analysis ... ... 515 

REVIEWS 

Albrecht, K„ ProduHivit&t cUa Wifiacha/ta und Staatapolitiache Aufgabe. 

By H.W. Singer .137 

AUais, M., A la Recherche d^une Discipline jSconomique, By I. M. D. 

Little .558 

Allen, L., The Oreat Pierpoint Morgan, By Iris Harvey . 152 

Anderson, B. M., Economica and the Public Welfare, Financial and 
Economic History of the United 1914-1946, By H, G. 

Johnson.819 

Andrews, P. W. 8., Manufacturing BuHneaa, By E. A. G. Robinson... 771 
Amot, R. Page, The Miners, By O. D, H. Cole . 155 



viii 

REVIEWS (c(yntinued) :— 


INDEX 


Aspinall, A., Polities and the Press c. 17B0-1950, By C. R. Fay ... 159 

Balogh, T., Dollar Crisis: causes and cure. By B. A. G. Robinson ... 611 

Baykov, A. M., Soviet Foreign Trade, By M. C. Kaser. 365 

Bestor, A. E., Backtvood^s Utopias : the sectarian and Owenite phases of 

Communitarian Socialism in America, 1663-1829, By C. R. Fay 815 

Brinkmann, C., Friedrich List, By M. J, Bonn.563 

Brown, W. A., The United States and the Restoration of World Trade, 

By G. D. A. MacDougall .806 

Biisschau, W. J., Ths Measure of Odd, By H. G. Johnson ... ... 571 

Clapham, Sir John, A Concise Economic History of Britain from the 

Earliest Times to A.1750. By R. Lennard ... ... ... 377 

Coase, R. H., British Broadcasting : a sfudy in monopoly. By G. 

Hutton ... ... ... ... ... ... ... ... ... 823 

Cohen, J. B., Japan's Economy in War and Reconstruction, By A. D. 

Morgan.145 

Cohen, R. L., The Economics of Agriculture, By E. F. Nash. S95 

Cruikshank, K. J., Charles Dickens and Early Victorian England, By 

C.R.Fay .781 

Current Financial Problems and the City of London. By R. F. Henderson 367 
Davie, M. R., Negroes in American Society, By T. S. Simey ... ... 813 

Dillard, D., The Economics of John Maynard Keynes, By R. C. O. 

Matthews ... ... ... ... ... ... ... ... 782 

Dobb, M., Soviet Economic Development since 1917, By A. Bergson... 122 
Durbin, E. F. M., Problems of Economic Planning, By J. E. Meade ... 117 

Edwards, C. D., Maintaining Competition, By Ruth Cohen ... ... 389 

Everard, S., The History of the Gas Light and Coke Company, 1812-1949, 

By P. Chemtler ... . ... ... ... ... ... 393 

Final Report of the United Nations Economic Survey Mission for the 

Middle East, By R. F. Kahn ... ... ... ... ... 634 

Fossati, E., Ricerche sui contrihuU higlesi alia teoria della moneta. By 

C. W. Guillebaud .805 

Gold, B., Wartime Economic Planning in Agriculture, By Ruth Cohen 605 

Hahn, It, A., The Economics of Illusion, By M. J. Bonn . 368 

Hall, F, O,, The Bank of Ireland, 1783-1946, By G. Findlay Shirras... 139 

Hancock, W. K., and Gowing, M. M,, British War Economy, By 

E. A. G. Robinson .110 

Hanson, E. P., New Worlds Emerging, By A. D. Scott. ... 812 

Harris, S. E. (Ed.), Foreign Economic Policy for the United States. By 

H. G. Johnson.374 

Harris, S. E,, Tf^e Market for College Graduates. By A. M. Carr- 

Saunders ... ... ... ... ... ... ... ... 596 

Harris, S, E., The National Debt and the New Economice. By A. 

Henderson . 133 

Hart, A. G., Money, Debt and Economic Activity. By A. Henderson ... 131 

Hobson, J, A., The Science of Wealth. Revised by R. F. Harrod. By 

H. G. Johnson. 569 

Hogben, L., Chance and Choice by Cardpack and Chessboard, Vol. I. 

By D, G. Champemowne .785 

Howe, W., The Mining Guild of New Spain and Us Tribunal, 1770-1821* 

By Jean Lindsay .379 

Income Employment and Public Policy f Essays in Honor of AMn H, 

Hansen. By T. Wilson . ... 566 

Jeflfreys, R., The King^s Highway. By G. J. Walker. ... 821 




INDEX 


ix 


R»VIEWS (cmtinued) 

* FAaB 

Jennings, Sir Ivor, The Econmny of Ceylon, By P. T. Bauer ... ... 160 

Jervis, F, R. J., Price Control, Government Intervention or the Free 

Market? By G. C. Allen .801 

Jesness, O. B. (Ed.), Readings on Agricultural Policy, By Ruth Cohen 397 

Johnston, K. H., British Railways and Economic Recovery, By G. J. 

Walker.686 

Jouvenel, B. de. Problems of Socialist England, By J. E. Meade ... 114 

Kixnmel, L. H., Taxes and Economic Incentives, By A. R. Prest ... 796 

Klein, L. R., The Keynesian Revolution. By R. C. O. Matthews ... 782 

Kting, E., Die Selbstregulierung der Zahlungsbilanz. By J. de V. 

Graaff.804 

I^Dgyol, S. J., and Beecroft, R. M., The Cost of Distribution of Con¬ 
sumption Goods in Australia and Elsewhere, By J. B. Jeffreys ... 797 

Lewis, W. A., Economic Survey, 1919-39, By H. 8. Sayers . 129 

Lewis, W. A., The Principles of Economic Planning. By J. E. Meade 121 
Lloyd, A., Quaker Social History : 1669-1738, By C. F. Carter ... 817 

Lynton, R. P., Incentives and Management in British Industry. By 

P. Sargant Florence .588 

Macgregor, D. H., Economic Thought and Policy, By Sir Aloxtmdor 

Gray .355 

McMillan, S. S., Individual Firm Adjustments under OP A, By G. C. 

Allen .801 

Mayer, H. (ICd.), Hundert Jahre Ocsterreichischer W irtschaftsentwicklung, 

1848-1948. By M. J. Bonn.370 

Meriam, L., and Others, The Cost and Financing of Social Security. By 

D. N. Chester ... ... ... ... ... ... ... ... 598 

Merlin, S. D., The Theory of Fluctuations in Contemporary Economic 

Thought. By R. C. O. Matthews ... ... ... ... ... 560 

Methods of Finaficing Economic Development in Under-developed 

Countries. By A. J. Brown ... ... ... ... ... ... 631 

'JAiMor, 3, V., Pricing of Military Procurements. By W. Ashworth ... 601 

Moss6, K., Le systtme monltaire de Bretton Woods et les grands problemes 

de Vaprls-guerre. By D. H. Robertson ... ... ... ... 106 

Moulton, H. G,, Controlling Factors in Economic Development. By 

H. G. Johnson..". 135 

Ohlin, B., The Problems of Employment Stabilization. By R. F. Harrod 652 

Overbergh, C. van, Karl Marx—critique dc son Economic politique. By 

R, G. Hawtrey.126 

Pasdermadjian, H., Management Research in Retailing. By J. B. 

Jefferys.799 

PhiWvpH, G.h., England's Climbing Boys, By Clara D. Rackham ... 381 

Pribram, K., Conflicting Patterns of Thought, By T. W. Hutchison ... 363 

Purdom, C. B,, The Building of ScUellite Towns. By J. E. Allen ... 592 

Radbruch, A,, Langfristige AuslandskredUe. By H, W. Singer ... 679 

Ratcliff, R. U., Urban Land Economics. By H. W. Singer . 694 

Relative Prices of Exports and Imports of Underdeveloped Cotmtries, 

By A. J. Brown ... ... ... ... ... ... ... 631 

Roover, R. de, Gresham on Foreign Exchange. By R. G. Hawtrey ... 607 

Ropke, W., Civitas Humana : a humane order of society. By R. J. 

White .575 

Salaman, R., The History and Social Influence of the Potato. By C. R. 

Fay .398 

Samuelson, P. A., Foundations of Economic Analysis, By C. F. Carter 361 
Schacht, H., Account Settled. By L. Fraser .372 



iKDSx; 


REVIEWS {continued) i — 

, fAob 

Schlaifer^ R.» and Heron, S. D., Development of Aircraft Enginee and 

AvkUion Fuels. By Cynthia Postan .603 

Sohlesinger, R., JIfara;, and By M. Oakeshott ... * ... 573 

Schneider, K., Die Entuficklung der dusaeren Kaufkraft dee Franken in 

den jahren 1926’-1938, By H. W. Singer.577 

Schultz, T. W., Prodtustion and Welfare of AgricuUure. By Ruth Cohen 700 
Shiater, J.f Economics of the Labor Market. By H. S. Kirkaldy ... 157 

Smith, H., Introduction to the Study of Economics. By A. T. Peacock * 365 
Smith, R. E., Customs Valuation in the United Stales. By A. R. Prest 387 
Somers, H. M., Public Finance and National Income. By R. C. Tress... 792 
Somervell, H., Industrial Peace in owr Time. By H. S. Kirkaldy ... 590 
Stigler, G. J., Five Lectures on Economic Problems. By T. Wilson ... 556 

Sweezy, P. (Ed.), Karl Marx and the Close of his System. By E. von 
Bohm-Bawerk. Bdhm-Bavoerk's Criticism of Marx. By R. 
Hilferding. On the Correction of Marxes Fundamental Theoretical 
Constructwn in the Third Volume of Capital. By L. von Bort- * 
kiewicz. By Joan Robinson ... . ... ... ... 358 

Taylor, H., and Barger, H., The American Economy tn Operation. By 

H. G. Johnson. ..374 

Taylor, P. E., The Economics of Public Finance. By R. C. Tress ... 792 

Thomas, I., The Socialist Tragedy. By J. E. Meade . 120 

Torres, M. de, Teoria de la PoUtica Social, ^y A. D. Knor . 810 

Traversin, G., VAgricuUure en Qrande-Bretagne. By Edith H. 

Whetham ... ., . ... ... 151 

Volksv>vrtschaftliche Problems des deutsohen Ausaenhandels, By H. W. 

Singer ... .. . . ... 382 

Walker, E. R., The Australian Economy tn War and Reconstruction. 

By K. S. Isles.143 

Weber, A., Marktwirtschaft und Sovietwirtschaft. By M. J. Bonn ... 581 

Weststrate, C., Theorie van drie Stelsels van Sociaal-economisch Leven, 

By Sir Alexander Gray '.562 

Wright, C. W., Economic History of the United States. By F. Thistle- 

thwaite. . ... ... ... ... ... 608 

Yule, G. Udny, and Kendall, M. G., An Introduction to the Theory of 

Statistics, i4th edition. By A. D. Roy .788 

Zipf, G. K., Human Behaviour and the Principle of Least Effort. By P. 

Sargant Florence .808 


NOTES AND MEMORANDA:— 

Fuerst, E., The Presentation of National Income Statistics . 170 

Hahn, F. H., The Share of Wages in the Trade Cycle.618 

Hugh-Jones, E. M., Points as Currency.162 

Johnson, H. G., The De-Stabilising^Effect of International Commodity 

Agreements on the Prices of Primary Products. 626 

Jolinson, H. G., and Carter, C. F., Unrequited Imports and the Terms 

of Trade.837 

MacDougall, G. D. A., The Use of Home Resources to save imports : 

a comment ... ... ... ... ... ... ... ... 629 

Mehta, M. M., Measurement of Industrial Efficiency.827 

Morgan, D. J., Labour in the Army in Two Wars . 175 

Pigou, A. C., Subscript to Note by H. G. Johnson and C. F. Carter ... 839 

Robinson, E. A. G., and Marris, R. L.> The Use of Home Resources to 

save Imports .. ... 177 

Roy, A. D., A Further Statistical Note on the Distribution of Individual 

Output.831 



INDEX xi 

NOTES^AND MEMORANDA {oanHnued) 

PAGE 

Soers, D., On the Dangers of Reading Statistics.. . 622 

Soper, C. 8., Risk and the Cobweb Theorem .839 

OFFICIAL PAPERS:— 

Economic Development in the Middle East. By R. F. Kahn... ... 634 
Problems of Under-developed Countries. By A. J. Brown ... ... 631 


OBITUARY 

Collet, Clara E. By Sir Arthur Bowley ... 

Dowdell, E. G. By W. C. Costin. 

and R. F. H. 

Keynes, J. N. By C. D. Broad . 

and A. C. Pigou. 

NOTES ON CURRENT TOPICS . 

RECENT PERIODICALS AND NEW BOOKS 

REVIEWERS 


. 408 

. 840 

.841 

.403 

.407 

... 182,410,636,841 
... 183, 415, 637, 843 


Allen, G. C.. 801 
Allen, J. E., 592 
Ashworth, W., 601 
Bauer, P. T,, 160 
' Bergson, A., 122 
Bonn, M. J., 368, 370, 581, 583 
Brown, A. J., 631 
Carr-Saunders, A. M., 596 
Carter, C. F.. 351, 817 
Champemowne, D. G,, 785 
Chantler, P., 393 
Chester, D. N., 698 
Cohen, Ruth, 389, 397, 605, 790 
Cole. G. D. H., 165 
Fay. C. R., 169, 398, 781, 815 
Florence, P. Sargant, 588, 808 
Fraser, L., 372 
Graaff. J. do V., 804 
Gray, Sir Alexander, 355, 662 
Guillebaud, C. W., 805 
Harrod, R. F., 652 
Harvey, Iris, 162 
Hawtrey, R. G., 126, 607 
Henderson, A., 131, 133 
Henderson, R. F., 367 
Hutchison, T. W., 363 
Hutton, G., 823 
Isles, K. S., 143 
Jefferys, J. B.. 797, 799 
Johnson, H. G., 135, 374, 569. 671, 819 
Kahn, R. F., 634 


Kaser, M. C., 385 

Kirkaldy, H. S., 157, 590 

Knox, A. D., 810 

Lennard, R., 377 

Lindsay, Jean, 379 

Little, 1. M. D., 558 

MacDougall, G. D. A., 806 

Matthews, R. C. 0., 660, 782 

Meade, J. E., 114, 117, 120, 121 

Morgan, A. D., 145 

Nash, E. F., 395 

Oakeshott, M., 673 

Peacock, A. T., 365 

Poston, Cynthia, 603 

Prest, A. R., 387, 795 

Rackham, Clara D., 381 

Robertson, D. H., 106 

Robinson, E. A. G., 110, 611, 771 

Robinson, Joan, 358 

Roy, A. D., 788 

Sayers, R. S., 129 

Scott, A. D., 812 

Shirras, G. Findlay, 139 

Simey, T. S., 813 

Singer, H. W., 137, 382, 577, 579, 694 

Thistlethwaite, F., 608 

Tress, H, C., 792 

Walker, G. J., 685, 821 

Wlietham, Edith H., 161 

White, R. J.. 675 

Wilson, T.. 556, 566 













Indian Agricultural Research Institute (Pusa) 

LIBRARY, NEW DELHI-110012 
This book can be issued on or before. 


Return Date 


Return Date 




